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SECTION I 
 
Introduction 
 
 
Microfinance has played a crucial role in advancing entrepreneurship in developing countries. 
Access to credit helps entrepreneurs build viable business models, boost revenues, and reduce 
vulnerability to external shocks. A powerful instrument for self-empowerment, microfinance 
allows marginalized groups like women and the poor to become economic agents of change in 
their communities.  
 
This report captures the work of a three-year, $4-million project funded by the U.S. Agency for 
International Development (USAID). Managed by Chemonics International, the Initiative for a 
Sustainable and Accessible Microfinance Industry (ISAMI) sought to lay the groundwork for 
sustained microlending in the West Bank and Gaza. The project offers valuable lessons for future 
microfinance initiatives in the Palestinian context and other unstable environments.  
 
A. Microlending in the West Bank and Gaza 

Small and microenterprises make up 95 percent of all Palestinian businesses. But a chronic lack 
of working capital and limited access to basic financial services prevent most of these enterprises 
from generating more than subsistence revenues.  
 
Building a microfinance industry will help to enhance the economic potential of small 
businesses. There is a great potential for growth of the Palestinian microfinance sector as only 
one-fourth of prospective microborrowers are served.  
 
Formal microlending activities are relatively new to the West Bank and Gaza. Traditionally, 
microentrepreneurs have relied heavily on personal savings, family loans, or informal channels 
to start or expand their business.  
 
Before the mid-1990s, microlending was available on a small scale, mainly through non-
governmental organizations (NGOs) subsidized by donor agencies. Most of these programs were 
based on a welfare approach rather than sound business principles.  
 
The signing of the Oslo Accords in 1993 brought an influx of international assistance to the 
microfinance sector. With donor funding, Palestinian banks and NGOs expanded their 
microlending operations, focusing increasingly on commercial practices and financial viability. 
Yet the magnitude of these activities has not kept up with the needs of the microenterprise sector.  
 
The outbreak of the Al-Aqsa intifada in 2000 dealt a major blow to microlending programs and 
the Palestinian economy in general (see Annex A for a closer look at microcredit demand and 
supply in the current environment). Israeli closures, incursions, and restrictions on movement 
have wreaked havoc on a microenterprise sector heavily dependent on the free flow of people 
and goods—not only within the Palestinian areas but also to and from Israel proper.  
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Palestinian microenterprises need credit to survive these difficult times, but find it exceedingly 
difficult to repay loans. For their part, lenders have trouble managing their loan portfolios and 
expanding their customer base. In a climate of chronic uncertainty, staying in business has 
become a daily challenge for borrowers and lenders alike.  
 
Yet microfinance institutions, particularly non-bank lenders, have shown a remarkable ability to 
adapt to the most trying circumstances. Even as commercial banks shrunk back their 
microlending operations, non-profits worked harder to meet the growing needs of their clientele.  
 
“Over the long term, the time will come when looking back, the intifada will seem to have 
been a short-term thing. So we will continue to make loans during these difficult times.” 

—Mohammad Khaled, executive director of Palestine for Credit and Development

 
The success stories peppered throughout this report vividly illustrate the impact our counterparts 
are having on the lives of ordinary Palestinians, particularly women and the poor. 
 
B. USAID’s Strategic Objective in the West Bank and Gaza 

One of USAID’s strategic objectives in the West Bank and Gaza is to “support expanded private 
sector economic opportunities for Palestinian entrepreneurs” as part of a program that seeks to 
“stimulate significant economic activity, alleviate poverty, and generate income.” USAID 
adopted a two-track strategy to boost access to financial services for the Palestinian private 
sector: 
 

• Grants to NGO poverty-lending programs to expand the volume of credit available to 
small borrowers 

 
• Technical assistance and training to facilitate the development of microcredit 

programs through commercial banks, with a view to creating a sustainable, broad-
based model for microcredit delivery in the longer term 

 
To address the second track, USAID funded the $2.6-million Microenterprise Lending Program 
from January 1998 through May 2000. Led by Chemonics and Palestinian subcontractor Massar 
Associates, the project worked to provide a sustainable source of formal credit to 
microentrepreneurs by helping two commercial banks—the Arab Bank and the Bank of Jordan—
apply best-practice microlending techniques.   
 
Building on the success of the Microenterprise Lending Program, USAID launched the ISAMI 
project to extend technical assistance and training in microfinance best practices to the industry 
as a whole. Issued as a task order under the Financial Services indefinite quantity contract, 
ISAMI was implemented by Chemonics and Massar from January 2001 to April 2004. 
 
Annex B summarizes how USAID funds were used and provides a list of long- and short-term 
personnel who contributed to project implementation. 
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C. ISAMI: ‘Self-Starting’ the Microfinance Industry 

ISAMI—meaning “self-starter” in Arabic—was designed to enhance the potential for rapid 
growth of microlending, and to make the availability of this product and related financial 
services a permanent and sustainable feature. This was to be accomplished through seven major 
components:  
 

• Developing an association to represent the interests of the microfinance industry 
• Harnessing human capital through training for microfinance practitioners 
• Raising public awareness of microcredit and what it can do for the economy 
• Creating linkages within the microfinance sector, particularly between commercial 

banks and non-profit microcredit providers 
• Building a credit bureau so microfinance providers can make more informed lending 

decisions 
• Sponsoring studies, seminars, and analyses to improve understanding of the 

microfinance sector and established lending practices 
• Promoting commercially viable financial services by strengthening existing 

microcredit products and introducing new ones 
 
ISAMI’s scheduled launch coincided with the eruption of the intifada, delaying startup from 
September 2000 to January 2001. The uprising presented a unique set of challenges for 
Chemonics, the project team, and counterpart institutions.  
 
Internally, ISAMI had to take steps to ensure the safety of project staff and physical assets. In 
coordination with USAID and the Chemonics home office, we developed an emergency action 
plan to deal with potential security threats. Externally, frequent closures and curfews often 
prevented project staff from interacting with partners, or from moving freely between the West 
Bank and Gaza Strip. What would otherwise seem like a simple task, such as holding a meeting, 
became a complex undertaking when tensions were at their highest. We therefore relied heavily 
on other means of communication, such as e-mail, fax, phone, and videoconferencing, and took 
advantage of respites in the conflict to push forth with ongoing or new initiatives.  
 
From startup to closeout, ISAMI was the only project working to build the Palestinian 
microfinance industry as similar initiatives were abandoned due to the deteriorating security 
situation. That being said, the impact of the intifada was pervasive and significantly affected our 
ability to accomplish what the project set out to achieve. Originally scheduled to end in 
September 2003, the project was ultimately extended to April 2004, and activities were 
significantly modified or reduced to reflect conditions on the ground.  
 
Operating in an extremely adverse environment, ISAMI nonetheless produced impressive results. 
Some examples include: 
 

• Created a microfinance industry association, bringing bank and non-bank lenders 
together for the first time to address issues of mutual concern 

• Promoted microfinance best practices through training and communication initiatives 
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• Established a sustainable credit officer training program housed within a local 
educational institution 

• Developed an electronic credit-checking database and assessed the management 
information systems of microlenders to facilitate lending decisions and loan tracking 

• Carried out several groundbreaking studies and applied research to inform 
microlending activities and donor assistance to the sector 

• Helped expand the capacity-building resources available to microlenders through 
linkages with donor-funded projects and international organizations 

• Saved a microlending institution from dissolution by providing direct technical 
assistance and securing other sources of support 

• Formed a coalition of non-bank lenders and rural cooperatives for more targeted 
assistance to the agricultural sector 

• Assessed the feasibility of merging three microlenders into a “bank for the poor” 
• Organized a conference on “Microfinance in Times of Trouble” and produced a video 

documentary capturing the experiences and coping techniques of the Palestinian 
microlending industry 

 
Annex C provides a summary of results by component.  
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SECTION II 
 
Creating a Microfinance Industry Association 
 
 
Under the slogan “starting small, growing together,” ISAMI worked with Palestinian 
microfinance providers to establish a vibrant business association—the Palestinian Network for 
Small and Microfinance. For the first time, the network brought bank and non-bank lenders 
together to speak with one voice and to chart a common course in addressing the problems 
plaguing the industry.  
 
Our team worked with the network to carry out activities that are responsive to industry needs 
and grounded in the realities of the Palestinian context. This synergy helped us establish strong 
credibility within the microfinance industry. The only downside is that the ISAMI became 
subject to the delays that inevitably result from working with more than a dozen institutions, 
each subject to its own priorities and bureaucratic mechanisms. While it was necessary for our 
team to be flexible and sensitive to the concerns of microfinance institutions (MFIs), many 
initiatives proceeded at a slower pace than we would have liked.  
 
Nevertheless, close cooperation with the network was essential as all major activities largely 
depended on buy-in from the industry. Our team worked with the network to reach agreement on 
proposed initiatives, making sure all key stakeholders had a say in the decision-making process. 
As a result, industry members readily cooperated with ISAMI and came to regard it as an 
essential partner.  
 
The network is undoubtedly the most important legacy of the ISAMI project. Indeed, the 
association has established a solid foundation for continued growth of the microfinance industry 
through cooperation, advocacy, and the dissemination of best practices and coping techniques 
uniquely suited to the Palestinian environment.  
 
A. How the Network Took Shape 

Our efforts to establish the network began with small, informal meetings with key stakeholders 
starting in January 2001. During those discussions, we emphasized the value of creating a formal 
mechanism representing the collective interests of microlenders to find workable solutions to the 
problems they face. Persuading these institutions to join forces took more than a year as they 
regarded themselves primarily as competitors and had a long history of squabbling and rivalry.  
 
A major challenge was to bring commercial banks into the mix. Traditionally, banks have been 
reluctant to venture into the microfinance field as they doubt the potential profitability of 
microlending operations. To address this skepticism, we brought the Arab Bank and the Bank of 
Jordan on board. Both banks have achieved impressive results through microlending programs 
launched with USAID support. Their experience vividly illustrates that large commercial banks 
can successfully tailor their lending techniques to the needs of microentrepreneurs and return a 
profit from microcredit activities.  
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Another challenge was to convince non-bank lenders of the need to focus on institutional 
sustainability. Some microlending NGOs are still wedded to a welfare approach that is inimical 
to their own survival and to the long-term viability of the microfinance industry in general.  
 
For these reasons, we carefully selected our partners in spearheading the development of the 
network. Our approach was to secure buy-in from financially solid commercial banks with a 
proven microlending record, such as the Arab Bank and Bank of Jordan, as well as financial 
NGOs with wide outreach and a firm commitment to operational sustainability, such as the Arab 
Center for Agricultural Development (ACAD), Palestinian Businesswomen’s Association 
(ASALA), Palestine for Credit and Development (FATEN), and Palestinian Agricultural Relief 
Committees (PARC).  
 
These entities played an instrumental role in the early stages of developing the network. They 
helped us mobilize support from other organizations and establish credibility with the more 
reluctant microlenders.  
 
The network held its first formal meeting on May 9, 2001, in Ramallah. Participants included 
microfinance practitioners from a dozen bank and non-bank lenders. They agreed to meet on a 
bimonthly basis, security conditions permitting.  
 
In subsequent meetings, network members elected officers—a president, vice president, 
treasurer, and secretary—and a steering committee to set objectives, membership rules, and 
priorities. The steering committee has primary responsibility for directing and sustaining network 
activities.  
 
Mission and objectives. Members of the steering committee unanimously agreed on a mission 
statement for the network: “To enhance the sustainable development of microenterprises by 
representing, supporting, organizing, and strengthening the capacity of microfinance providers in 
Palestine.” They identified a number of objectives to achieve this mission:  
 

• Strengthen and consolidate Palestinian institutions providing financial services to 
small and microlenders 

• Create a healthy competitive environment between these providers and strengthen 
cooperation among them 

• Promote microcredit best practices to help reach financial sustainability 
• Advocate legal and policy reforms through targeted research and coordinated appeals 

to the government 
 
Action plan. We organized a workshop to help the steering committee develop an action plan 
detailing activities and priorities to accomplish the network’s objectives. To maximize 
efficiency, special committees were formed to handle training, public relations, and fundraising.  
 
Bylaws and memorandum of understanding (MOU). The steering committee worked with a 
lawyer to draft bylaws specifying the structure and workings of the network. These were 
submitted to the general assembly and approved in September 2001. We also developed an MOU 
governing the relationship of each institution with ISAMI. 
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Membership. Membership in the network is 
open to every Palestinian microlending 
organization that meets the following 
conditions: (1) is legally registered with 
Palestinian authorities, (2) is committed to 
the network’s mission and objectives, (3) is 
transparent, (4) has at least 200 active loans 
with first-time loans under $15,000, (5) has 
separate accounts for microlending, and (6) is 
willing to pay membership fees.  
 
Today, the network is an association of 18 
organizations, including 7 commercial banks. 
Network members are listed in the text box to 
the right, and Annex D provides a brief 
profile of each institution.  
 
Several institutions have a strong presence in 
Gaza, such as Al-Ameen Investment and 
Development Company, ANERA, ACAD, 
CFTA, PARC, and UNRWA. Most bank lenders have head offices in the West Bank with 
branches in Gaza. And some NGOs such as PARC have widespread geographic presence 
throughout the West Bank and Gaza Strip. 

Members of the Palestinian Network for
Small and Microfinance 

• Al-Ameen Investment and Development Company* 
• American Near East Refugee Aid (ANERA) 
• Arab Bank 
• Arab Center for Agricultural Development (ACAD)* 
• Arab-Islamic Bank 
• Bank of Jordan 
• Catholic Relief Services (CRS) 
• Commercial Bank of Palestine (CBPal)  
• Communities-Habitat-Finance (CHF) 
• Culture and Free Thought Association (CFTA)* 
• Egyptian Arab Land Bank 
• Jordan National Bank 
• Palestinian Agricultural Relief Committee (PARC)* 
• Palestine for Credit and Development (FATEN)* 
• Palestinian Development Fund (PDF)* 
• Palestinian Businesswomen’s Association (ASALA)* 
• United Nations Relief and Works Agency for 

Palestine Refugees in the Near East (UNRWA) 
• YMCA 
 
*Institutional founders of the network.  

 
B. The Struggle to Register the Network 

After two years of paperwork, bureaucratic delays, and legal wranglings, the network finally 
obtained registration as an NGO with the Ministry of Interior in late April 2004—two months 
after project closeout. The application was originally rejected, largely on political grounds. 
Indeed, getting registered is a major challenge for any Palestinian NGO due to the Palestinian 
Authority’s tendency to view such organizations as rivals.  
 
The network’s steering committee led efforts to obtain registration. Composed of seven 
institutional founders—the legal minimum required for NGO registration, the committee served 
as the network’s parent association pending registration. During that time, only the seven 
founding institutions were officially recognized as members of the network. The remaining 
organizations were involved in the decision-making process as observers. 
 
As the committee’s lobbying efforts appeared to be going nowhere, we helped the network file a 
court petition in March 2003 challenging the Ministry of Interior’s decision to reject the 
application for NGO registration. The court ordered the ministry to show reasonable cause and 
ultimately ruled in favor of the network.  
 
Delays in obtaining registration somewhat limited the participation of microlenders that were not 
part of the seven-member steering committee. Nevertheless, these institutions realized they had a 
vested interest in being actively involved with the network so they could influence its direction 
and quickly integrate themselves with the official members once registration came to fruition.  
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Now that the network is registered, members with observer status will enjoy the same decision-
making authority as the founders. The network is preparing to modify its bylaws and to elect a 
board of directors in lieu of the steering committee.  
 
“ISAMI has been a wonderful project in providing a home for the Palestinian NGOs dealing 
with microfinance. These institutions had various disputes in the past and a wide range of 
competition. Through ISAMI, they have been able to sit down and agree on a common 
goal. We have regular meetings and discuss various matters related to microfinance.” 

—Elen Saba, Coordinator of the Palestinian Network for Small and Microfinance

 
C. Building Cohesion in an Unstable, Highly Competitive Environment 

Gaza representation. The political situation and the geographic character of the West Bank and 
Gaza present unique challenges for the Palestinian Network for Small and Microfinance. Indeed, 
the network operates in two non-contiguous areas—the West Bank and the Gaza Strip—
separated by Israel proper and subject to closures, curfews, and travel restrictions imposed by the 
Israeli authorities. This made it necessary to develop power-sharing mechanisms so both West 
Bank and Gaza institutions have an equal say in the decision-making process. 
 
Working with network members, our team made a concerted effort to ensure Gaza organizations 
felt included. For example, special attention was given to integrating Gaza-based institutions 
with no branches or representation in the West Bank, such as CFTA. We also made sure Gaza 
institutions were adequately represented in the steering committee, which comprised four 
institutions based in the West Bank and three in Gaza.  
 
Because closures often prevented them from attending network meetings in the West Bank, 
microlenders in Gaza held separate meetings there. Steering committee meetings were held 
simultaneously in the West Bank and the Gaza Strip, using videoconferencing to facilitate 
communication. We made arrangements with the USAID-funded Democracy and Civil Society 
Strengthening project known as Tamkeen—also managed by Chemonics—for permission to use 
its videoconferencing equipment. ISAMI paid for the cost of using Tamkeen’s 
videoconferencing facilities linking Ramallah and Gaza.  
 
Competition. Another sensitive issue was that of competition as microlenders have traditionally 
viewed each other mainly as rivals. For example, the highly competitive rates offered by PDF, 
the microlending unit of the Palestinian Banking Corporation, had created some tensions with 
other microlenders that felt threatened by the organization.  
 
While a healthy level of competition is to be expected, it is equally important to ensure it does 
not distract microlenders from the mission and objectives of the network. We worked diligently 
to convey the importance of working together to advance the interests of the industry at-large as 
the benefits would inevitably trickle down to individual institutions. Although this required 
considerable up-front investment in terms of time and effort, the value of cooperation soon 
became self-evident to the microlenders as they began to see the fruits of their labor take shape.  
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Since joining forces, network members have demonstrated a remarkable commitment to 
representing the interests of their industry. They recognize that a well-managed microfinance 
industry will harness the economic potential of small businesses and channel it into a greater 
contribution to the wellbeing of the Palestinian people.  
 
Sustainability. A key factor for sustainability was to ensure the network had adequate funding to 
survive and grow beyond ISAMI. Membership fees will provide a steady source of revenue, but 
not enough to cover the network’s operating expenses. ISAMI initially planned to provide up to 
$50,000 in grants to the network to support running costs and public awareness activities. As 
long as the network was not officially registered, however, it was ineligible to receive USAID 
grants.  
 
To circumvent this problem, ISAMI provided indirect funding—for example, by hiring a 
network coordinator and bearing the costs of several initiatives carried out on behalf of the 
network. Before the project ended, we also helped the network obtain a $25,000 grant from PDF 
covering administrative costs for six months. In the meantime, the network will continue to seek 
additional sources of revenue from major donors.  
 
In addition, network members have been forthcoming in providing in-kind support. Member 
institutions take turns hosting network meetings, and ASALA has provided free office space to 
the network out of its Ramallah headquarters. At closeout, with the approval of USAID, ISAMI 
transferred ownership of all its furnishings, computers, and office equipment—originally valued 
at more than $70,000—to ASALA to be held in trust for the network. Now that the network is 
registered, it plans to lease its own office space, using some of this furniture and equipment for 
its own use, and loaning out or granting the remaining property to members depending on their 
needs. Decisions about loaning or granting this property will be made by the network’s steering 
committee. 
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SECTION III 
 
Training  
 
 
Because their workload has slowed down significantly due to the intifada, MFI staff have more 
time to participate in capacity-building activities. We capitalized on this opportunity to speed up 
our training initiatives. Our approach to training has been to empower the Palestinian Network 
for Small and Microfinance to sponsor its own training programs. This required building the 
network’s capacity to design and deliver training on a sustainable basis in partnership with a 
reputable educational institution. 
 
We began by consulting network members to determine the industry’s training needs and 
priorities. An ISAMI study on the impact of the intifada on microcredit (see Section IV, “A. 
Studies and Analyses”) was used to inform these discussions. We were unable to support all the 
training courses envisaged by the network as we lacked both the time and funding required. 
Chronic violence also made it difficult to organize programs that required prolonged periods of 
stability.  
 
Despite the unstable conditions, one major accomplishment was the launch of a credit officers’ 
training program co-developed by the network and a local university. The program has not only 
created a cadre of microcredit trainers, but also built the network’s capacity to develop high-
quality technical courses for microfinance practitioners. We also supported the development of a 
sustainable microfinance training curriculum, and held workshops on problem loans, people 
management, and business planning.  
 
A. Credit Officers’ Training Program 

Because small loans are often made to businesses operating in distressed economic 
environments, credit officers are often the first line of defense against problem loans. Through 
close relationships with clients and monitoring visits, they are able to assess first-hand the health 
of microentreprises and to take steps to ensure repayment.  
 
Working hand-in-hand with the Palestinian Network for Small and Microfinance and a local 
educational institution, we facilitated the development of a train-the-trainer program and training 
course for credit officers. The exercise provided an excellent model of training capacity building. 
With help from ISAMI, the network formed a training subcommittee that led discussions with 
industry members on course contents. Once agreement was reached, the subcommittee selected 
Birzeit’s Center for Continuing Education to develop the curriculum.  
 
Under the network’s guidance, Birzeit designed an 80-hour training-of-trainer program, a 
trainer’s manual, and a 50-hour credit officers’ course to be delivered by graduates of the train-
the-trainer program. ISAMI handled logistics and funded design and implementation. 
 
Prior to launching the program, Birzeit presented a draft curriculum to the network’s training 
subcommittee. The latter found the initial draft unsatisfactory. Rather than requesting ISAMI’s 
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intervention, the subcommittee took the lead in rectifying the situation. Network members met 
with the director of the Center for Continuing Education and requested revisions as a condition 
for going forward. Birzeit hired an outside consultant at its own expense to revise the materials 
and submitted a new draft two days later. The network found those materials to be of high 
quality and instructed Birzeit to proceed.  
 
On behalf of the network, Birzeit delivered two 
installments of the train-the-trainer program—one in 
the West Bank and one in Gaza—for 23 MFI staff. 
The curriculum covered training best practices and 
portfolio management techniques. Participants 
learned to formulate measurable training objectives, 
use a wide range of training methods, prepare 
session plans and case studies, and deliver 
participatory training sessions. They each had an 
opportunity to practice what they had learned 
through mock training sessions and simulation 
exercises. 

Train-the-Trainer Program for Credit Officers

Phase 1—Training Skills: 
 
• Best practices in training design/delivery 
• Planning training sessions 
• Developing training content and materials 
• Using effective training techniques 
• Presentation and communication skills 
• Using audiovisual aids 
• Evaluating training programs 
 
Phase 2—Technical Skills: 
 
• Portfolio management 
• Market and credit analysis 
• Evaluation of loan applications 
• Loan approval and follow-up 
• Building relationships with clients 
• Preventing delinquency 
• Borrowers’ credit history 

 
Birzeit then administered two pilot courses to test the 
new trainers and the course materials. With coaching 
from seasoned trainers, graduates of the program 
delivered two workshops for 21 loan officers in the 
West Bank and Gaza.  
 
The program has created a cadre of trainers capable of strengthening the skills of Palestinian 
credit officers long after project closeout. As feedback from the participants has been 
overwhelmingly positive, the network plans to sponsor additional sessions in the near future.  
 
B. Sustainable Microfinance Training Program 

Subcontractor Shorebank Advisory Services was to deliver a series of courses on microfinance 
best practices based on a comprehensive assessment of MFI training needs. The firm disengaged 
from the project, however, due to security conditions, prompting our team to look at alternatives 
to deliver the courses. We explored the possibility of implementing the highly successful 
Sustainable Microfinance Training Program (SMTP) co-developed by the Achievement of 
Market-Friendly Initiatives and Results (AMIR) program and the Institute for Banking Studies in 
Jordan. We met with AMIR staff and agreed to bring SMTP trainers to the West Bank and Gaza 
to deliver training of trainers, a basic microfinance course, and a more advanced course.   
 
Three Jordanian trainers were to travel to Ramallah to spend 20 days training up to 15 
Palestinian trainers. Their trip never materialized due to Israeli incursions into Ramallah. The 
extremely unstable situation made it impossible to initiate a program that required 20 
consecutive days of calm. As an alternative, we looked into the possibility of sending Palestinian 
trainees to Jordan to participate in a training-of-trainers program. After thorough consideration of 
the terms and conditions required by AMIR, however, our team and the network agreed that the 
cost was excessive and the terms too inflexible. 
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At that point, we decided to engage Birzeit 
University’s Center for Continuing Education, 
which runs its own microfinance courses. Birzeit 
agreed to upgrade its microfinance training 
program to the network’s standards and to train 
trainers from the network’s member institutions. 
This solution would not only save costs, but also 
make it possible for the network to modify the 
curriculum in partnership with Birzeit—
something AMIR did not allow. In addition, 
having a highly regarded Palestinian institution 
administer the program ensures continuity.  
 
Birzeit built on AMIR’s SMTP curriculum and 
its own experience with microfinance training to 
design a program specifically tailored to the 
Palestinian context. The curriculum consists of a 
basic microfinance course and a more advanced 
course. The 18-day basic course focuses on the 
analytical tools needed to run more sustainable microfinance programs. The 21-day advanced 
course focuses on moving microlending institutions toward full sustainability. Both courses use a 
participatory methodology including group discussions, role plays, homework, and case studies. 

Basic Sustainable Microfinance Course

• Introduction to MFIs 
• Market analysis and product design 
• Credit analysis 
• Lending to individual businesses 
• Lending to groups 
• Growing your savings program 
• Marketing and customer interface 
• Roundtable discussion with MFI practitioners 
 

Advanced Sustainable Microfinance Course 

• Components of sustainability 
• Designing sustainable credit programs 
• Profitability, productivity, and efficiency 
• Managing credit and controlling risk 
• Managing savings 
• Managing staff and building a strong organization 
• Forecasting and budgeting 
• Management information systems 
• Applying your skills: case studies 
• Roundtable discussion with MFI managers 

 
Though the design phase was completed, delays caused by the political situation made it 
impossible to implement the program before project closeout. Nevertheless, the network now has 
a solid curriculum ready to be rolled out should it be in a capacity to sponsor such training in the 
future.  
 
C. Managing Loans and People in a Distressed Environment 

Managing problem loans. The political turmoil in the West Bank and Gaza has taken a toll on 
loan repayment. Most borrowers are honest merchants eager to keep their credit in good 
standing. But many find themselves unable to repay on time and must now reach a mutual 
agreement with their lenders. 
 
Working with subcontractor Shorebank Advisory Services, we organized a series of seminars on 
how to manage problem loans in a politically unstable environment. A total of 104 participants 
attended three training sessions—two in Ramallah and one in Gaza. They included microlending 
officers and managers from eight banks, nine NGOs, and one government-funded microlending 
project. Due to curfews and closures, we secured accommodations for trainees who were unable 
to return home at the end of the day. 
 
The course covered the following topics: 
 

• Credit management techniques: managing credit risk; screening unsuitable borrowers, 
matching loan size with repayment abilities; incentives for timely repayment; 
investigating problem loans; creating loan monitoring systems 
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• Monitoring: purpose of monitoring visits; monitoring schedule; what to look for 
during monitoring visits  

• Cost of problem loans: classification of delinquents; impact of problem loans; ways to 
minimize problem loans (e.g., through diversification); external delinquency factors 
(e.g., competition, regulatory and political factors); internal delinquency factors (e.g., 
poor management, financial controls, marketing analysis, and pricing policies) 

• Restructuring loans: reasons for restructuring loans (e.g., changing contract terms or 
repayment schedule, decreasing loan interest rate); goals of loan restructuring 

 
Participants received a manual summarizing the content of the course and a take-home self-
evaluation to assess their comprehension of the material. Trainees disseminated the knowledge 
they acquired through the seminars to at least 100 additional microlending staff. UNRWA 
participants, for example, trained 20 of their colleagues in Jenin, Nablus, and Tulkarm.  
 
Managing people. Maintaining high staff morale in these difficult times is particularly 
challenging but essential for microlenders, whose success depends largely on staff performance 
and commitment. To address this need, we organized two training courses—one in Ramallah and 
one in Gaza—on how to manage people for senior and mid-level managers of microfinance 
programs. The curriculum emphasized the importance of creating a flexible and rewarding work 
environment, and stressed the need for incentive schemes based on loan recovery. A total of 19 
participants attended the sessions. 
 
D. Training for Microentrepreneurs 

Business planning. To complement training for microlenders, we also trained 16 
microentrepreneurs on how to develop a sound business plan in order to boost their chances of 
obtaining small loans. The course covered the basic elements of a sound business plan; how to 
carry out market research, financial projections, and a competitive analysis; and how to present a 
loan proposal.  
 
Managing microenterprises. Making Cent$, a small woman-owned consulting firm based in 
Washington, D.C., runs a highly successful microentrepreneur training program originally 
developed for South Africa. We planned to introduce the program to the West Bank and Gaza 
under the aegis of the Palestinian Network for Small and Microfinance, in cooperation with 
Birzeit University’s Center for Continuing Education.  
 
Training would have initially targeted groups that need business training the most, including 
women’s credit NGOs and cooperatives, before being expanded to a wider audience of 
Palestinian microentrepreneurs. Birzeit agreed to administer the course on behalf of the network 
and Making Cent$ presented a cost proposal for adapting course materials to the Palestinian 
context and delivering training of trainers. Course content was to focus on basic methodologies 
to spur business growth and reduce the default rate on loans.  
 
The cost of bringing the program to the West Bank and Gaza was beyond ISAMI’s budget, 
however. Though the plan never came to fruition, the contacts initiated between the network, 
Making Cent$, and Birzeit will facilitate future implementation of the program. 
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E. Curriculum Development and Training Administration 

ISAMI brokered a long-term partnership between the Palestinian Network for Small and 
Microfinance and Birzeit University’s Center for Continuing Education. Under this arrangement, 
Birzeit has agreed to develop curricula, train trainers, and administer training courses on behalf 
of the network on an ongoing basis. As described above, the two institutions have already jointly 
developed training initiatives. They are now exploring the possibility of co-sponsoring a series of 
specialized courses on topics such as financial analysis, sales and marketing for loan officers, 
and management for MFI executives.  
 
To facilitate future curriculum development, we provided the network with tested microfinance 
training materials that have proved successful on other USAID-funded projects. This includes a 
copy of the curriculum developed by AMIR for board governance training. The network 
indicated it may use the materials to offer such training to the boards of member institutions. 
 
In addition, the Chemonics-managed Microenterprise Access to Banking Services (MABS) 
project in the Philippines has developed training materials for lending institutions. Some 1,500 
pages provide case studies and guidance on lending best practices, loan administration and 
management, and performance monitoring. ISAMI provided a copy of the curriculum to the 
network to supplement its training materials.  
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SECTION IV 
 
Studies, Seminars, and Analyses  
 
 
ISAMI made a significant contribution to the body of knowledge on microfinance in the West 
Bank and Gaza through studies, seminars, and applied research. Given the pervasive impact of 
the Israeli occupation and Palestinian intifada on political and socioeconomic conditions, we 
placed a high priority on analyzing the small and microfinance sector within the context of this 
volatile environment.  
 
We worked in close cooperation with the Palestinian Network for Small and Microfinance to 
identify a number of analyses that would be of use to the microfinance industry, including 
landmark studies on the informal business sector and the needs of female microentrepreneurs. 
We also sponsored a conference highlighting the coping techniques used by Palestinian MFIs in 
the current climate of instability, and sent Palestinian microfinance practitioners to regional 
conferences.  
 
In addition, we carried out a number of feasibility studies to assess the possibility of: (1) merging 
non-bank lenders; (2) establishing an independent bank subsidiary dedicated to microfinance; (3) 
initiating emergency interventions to alleviate the difficulties faced by lenders and borrowers; 
and (4) introducing a bank lending product to finance accounts receivable. These feasibility 
studies are discussed in detail in Section VII, “Financial Services.” 
 
A. Studies and Analyses 

Legal, policy, and regulatory analysis. A conducive legal and policy environment is key to the 
sustainable growth of the Palestinian microfinance industry. We carried out a comprehensive 
study of Palestinian microfinance-related policies, laws, and regulations, with a view to 
identifying the reforms needed to create an enabling environment for microcredit. The study was 
widely distributed to microlenders and donor agencies, and will help guide the advocacy efforts 
of the Palestinian Network for Small and Microfinance.  
 
Supply and demand of small and microcredit. We assessed the demand and supply of small and 
microloans in an effort to help the industry, government, and donors formulate demand-driven 
interventions. Subcontractor Massar Associates surveyed 687 microentrepreneurs throughout the 
West Bank and Gaza Strip, covering the four major sectors of economic activity—agriculture, 
trade, manufacturing, and services. The study analyzed demand by sector, region, and gender, 
providing useful guidance to MFIs as they seek to target their microcredit products and services 
more effectively. Some donors have also used the study’s findings as a basis for redesigning 
planned interventions.  
 
Impact of the intifada. We examined the impact of the intifada on the Palestinian microfinance 
industry, looking at how MFIs have responded to the current situation and recommending ways 
to mitigate its effects. Our team conducted in-depth interviews with four commercial banks and 
eight NGOs to assess their capacity to disburse new loans, collect on existing loans, and monitor 
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borrowers. The study provides the industry and donors with a shared perspective in formulating 
adequate interventions to ensure the sustainability of microcredit programs. 
 
Coping mechanisms. During a short-term assignment with ISAMI, renowned microenterprise 
expert David Larson examined the way Palestinian microlenders have coped with the volatile 
situation and offered some recommendations for improvement. His report was based on first-
hand observations and meetings with four microfinance providers—UNRWA, FATEN, the Bank 
of Jordan, and the Arab Bank. Larson also participated in a seminar on “Microfinance in Times 
of Trouble,” described in further detail below. His report supplements the contents of the 
seminar, providing valuable insights to Palestinian microlenders as they struggle to weather the 
storm of the ongoing conflict. 
 
Informal business sector. As job opportunities dwindle due to political turmoil and economic 
instability, more and more Palestinians turn to informal economic activities to make ends meet. 
Although the number of informal businesses has nearly doubled in the past three years, no study 
of the informal sector had ever been done. To fill the gap, our team carried out an in-depth 
analysis of the sector, shedding light on the technical assistance and lending needs of informal 
businesses. Massar Associates surveyed close to 1,700 informal enterprises throughout the West 
Bank and Gaza to identify key characteristics, constraints to growth, and development 
opportunities. The study serves as a guide to donors interested in designing interventions to assist 
the sector and to microlenders seeking to develop products and services targeting informal 
enterprises.  
 
Needs of Palestinian women 
entrepreneurs. Women’s role in 
generating household income is 
particularly salient in times of 
conflict. This is especially true 
in the West Bank and Gaza, 
where Palestinian women 
participate in various economic 
activities. In the first 
comprehensive study of the 
credit needs of female 
microentrepreneurs, Massar 
Associates surveyed women-
owned businesses in Bethlehem, 
Jenin, Ramallah, and Tulkarm. 
The study assessed the extent to 
which these businesses have 
been affected by Israeli 
incursions and recommends 
ways to expand microcredit 
services to women.  

In Their Own Words: Nawal Tells Her Story 

“I’m a mother of seven children living in  
Hebron. I only finished elementary school,  
but I always wanted to be distinct. Five  
years ago, I started a small business of  
zootechnics chicken breeding. At that time, 
my husband was a taxi driver, but he is now 
unemployed because of the political  
situation. 
 
I joined FATEN four years ago and took out four successive loans of $200, 
$300, $400, and $700. With that money, I bought more chickens and other 
types of birds, and I expanded my business by selling chicken forage. I 
also took seasonal loans for apiculture beekeeping. Then FATEN gave me 
an individual loan of $2,000. I recently applied for another loan for $3,000. 
 
I have a great feeling of satisfaction. My enterprise has improved a lot. 
Now I have 5,000 birds. My husband helps me with my business, and my 
sons and daughters give a hand at home.   
 
I always encourage my friends and relatives to start their own business and 
to apply for FATEN loans. FATEN helped me to become the distinct 
woman I always wanted to be.” 
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Computer loan products. Given the severe restrictions on movement in the West Bank and Gaza, 
we examined the need for computer loan products that would enable people to telecommute or 
start home-based businesses. Massar Associates surveyed a random sample of 90 potential 
borrowers—half in Gaza and half in Ramallah—to assess their willingness to take out loans to 
purchase a computer or to attend a computer training course. Massar also interviewed five 
microlenders, six computer training centers, and six computer vendors to evaluate their readiness 
to support a computer loan program. The study recommended various credit mechanisms 
Palestinian lenders could use to develop computer loan products.  
 
Global research on microfinance laws, regulations, and associations. At the request of the 
Palestinian Network for Small and Microfinance, Chemonics conducted extensive research on 
the microfinance laws and regulations adopted by other countries, and recommended the Kyrgyz 
model as the most suitable for adaptation to the Palestinian context. With the end of ISAMI, the 
USAID-funded Financial Markets Reform program will continue to assist the network with 
legislative drafting and lobbying. The results of our research will inform those efforts.  
 
We also compiled a list of small and microfinance associations worldwide to facilitate contacts 
and information-sharing with these organizations. 
 
Microfinance library. Throughout project implementation, we amassed a vast body of 
knowledge from various microlending institutions around the world, including publications, case 
studies, and technical guides of use to Palestinian microfinance practitioners and researchers. 
Ownership of the library was transferred to the network upon project closeout.  
 
B. Seminar on “Microfinance in Times of Trouble” 

We began planning for a conference on microfinance best practices in June 2001. However, we 
soon realized that the unique Palestinian environment called for a discussion focusing on the 
coping mechanisms used by the microfinance industry in times of conflict.  
 
Due to security conditions, we limited the number of international speakers to one panelist—
David Larson, a recognized microenterprise expert who served as World Relief’s assistant 
director of microenterprise development. The rest of the panel, which was moderated by ISAMI 
Chief of Party James Whitaker, featured Palestinian speakers from leading microfinance 
providers—Suzan Khoury, a credit manager at the Bank of Jordan; Mohammad Khaled, 
executive director of FATEN; Jane Giacaman, microfinance officer at UNRWA; and Firas Al 
Najjab of the Arab Bank.  
 
The speakers, all active members of the Palestinian Network for Small and Microfinance, 
discussed critical issues related to microfinance operations in unstable environments, including 
strategies to protect portfolios, recover loans, and cultivate and retain clientele. Participants 
suggested a number of coping mechanisms for microfinance programs:  
 

• Extensive and continuous portfolio review 
• Longer loan repayment periods 
• Smaller loans based on business and sector analysis 
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• Rescheduling of some loans into more manageable monthly payments 
• Intensified loan monitoring 
• Closer investigation of clients’ financial reputation 
• Tighter review of credit applications and renewal requests 
• Adjustment of loan officer incentives to focus on collections and repayment 
• Closer monitoring of business sectors based on fluctuations in the economy 

 
“Because they had the will, [MFIs] found ways to adjust… microfinance programs [that] 
have best weathered the storm of the intifada appear to be those that have seen it not 
merely as a time of trouble, but as an opportunity to accomplish what microfinance is all 
about: helping low-income microentrepreneurs to help themselves.” 

—David Larson, Microenterprise Specialist

 
The network helped organize the conference, held in Ramallah on February 20, 2002. The Israeli 
military invaded Ramallah on the eve of the conference and imposed a total closure of the city. 
Out of 300 confirmed attendees, only 30 Ramallah residents were able to attend. Rather than 
cancel the event, ISAMI decided to go forward against all odds, using other means to 
disseminate the contents of the seminar to the widest possible audience.  
 
In addition to Mr. Larson’s report, mentioned above, we videotaped the proceedings and 
produced a documentary paying tribute to the resilience of the Palestinian microfinance industry. 
The Palestinian Network for Small and Microfinance continues to use the documentary as an 
educational tool for microfinance practitioners.  
 
C. Regional Conferences 

As several training initiatives were derailed by political instability, we took advantage of 
opportunities to send Palestinians abroad to attend conferences on microfinance best practices:  
 

• Seven network members attended a USAID-sponsored conference on “Microfinance 
in the Near East,” held in Morocco in June 2002. 

 
• Two network members attended the first regional conference of SANABEL, the 

Microfinance Network of Arab Countries, held in Jordan in December 2003. 
 

• Network Vice President Reem Abboushi represented the network at a conference on 
women’s role in post-conflict reconstruction, also held in Jordan in December 2003.  

 
We handled all logistics and covered travel costs and per diem for the participants. The trips 
helped raise the visibility of the network in the region. They allowed the participants to deepen 
their understanding of microfinance trends and to share the unique challenges facing the 
Palestinian microfinance industry with regional counterparts.  
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SECTION V 
 
Public Awareness  
 
 
Effective communication strategies are a way to bring about change in behaviors. Our efforts in 
this regard focused on helping the Palestinian Network for Small and Microfinance serve as an 
agent of change. We worked with the network to publicize its activities, disseminate best 
practices to industry players, and inform microentrepreneurs of the financial services available to 
them.  
 
We not only built awareness of the network within the West Bank and Gaza but also globally, 
taking every opportunity to highlight the achievements of the Palestinian microfinance industry 
to interested parties worldwide.  
 
A. Network Publicity 

Fact sheets. We developed a series of eight technical guides for microfinance practitioners in 
English and Arabic. Though originally intended for a Palestinian audience, these fact sheets were 
widely distributed to microfinance practitioners around the world in the interest of publicizing 
the network and promoting best practices beyond the West Bank and Gaza.  
 
The fact sheets were issued under the aegis of the network, which disseminated them to its 
member institutions and other Palestinian entities. UNRWA volunteered to distribute the fact 
sheets in Gaza, where it has a strong presence and enjoys greater mobility than other 
organizations. We also sent them to a wide range of U.S.-based organizations, and received 
requests from Jordanian entities and USAID/Georgia’s Office of Economic Development.  
 
The Consultative Group to Assist the Poorest, a consortium of donor agencies promoting 
microfinance services to the poor, posted both the English and Arabic versions on its website—
the most visited microlending site in the world. 
 
A local design firm produced an attractive folder bearing the network’s logo and handled layout 
of the fact sheets, which cover the following topics: 
 

• Understanding microfinance and its contribution to economic growth 
• Microfinance best practices: Tips for lenders 
• Problem loan management 
• Effective loan monitoring and information management  
• Risk management and the credit-risk grading system 
• Work-out strategies for delinquent loans 
• Microlending in an Islamic environment 
• Microlending in a distressed economic environment 

 
Copies of the fact sheets are included in Annex E.  
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Website. We contracted Asal Technologies, a 
Palestinian IT firm, to help establish a Web 
presence for the network. The English/Arabic 
website describes the network’s objectives, 
structure, and membership requirements, and 
includes the network’s monthly newsletter, 
quarterly statistics on loan disbursements, and 
studies produced by ISAMI on behalf of the 
network. The site, www.palestinemfi.org, was 
launched in March 2003 and subsequently 
refined based on the results of a user poll. Asal 
Technologies trained the network’s coordinator 
on how to maintain the site to ensure 
continuity. 
 
Monthly newsletter. We helped the network 
develop a newsletter highlighting its activities 
and industry trends. The first issue was published in November 2003. It is also posted on the 
network’s website and distributed via e-mail to interested parties worldwide. 

Snapshot of the network’s website. 

 
Brochure. In cooperation with the network, we hired a local firm to produce a brochure 
providing an overview of the network in particular and the Palestinian microfinance industry in 
general. The brochures were widely distributed throughout the West Bank/Gaza and beyond to 
boost the network’s visibility.  
 
Documentary on “Microfinance in Times of Trouble.” As discussed in Section IV, the seminar 
on “Microfinance in Times of Trouble” was poorly attended due to Israeli incursions into 
Ramallah before, during, and after the event. Rather than cancel the event, we produced a high-
quality video documentary that has allowed us to share lessons learned from the discussions with 
a wide audience in and outside the West Bank and Gaza.  
 
The video, produced by a studio based in Ramallah, showcases practical ways of coping with a 
distressed economic climate and depicts the circumstances in which the conference took place, 
illustrating the resilience and determination of Palestinian MFIs. Reactions to the film have been 
excellent, particularly from Palestinian MFIs, which have expressed deep appreciation for the 
recognition the video has given to their efforts. Although distribution has been extensive, we 
continue to receive requests for additional copies.  
 
In addition to the documentary, we wrote an article about the conference, which was carried in 
the Palestinian press, giving the event added exposure.  
 
Press coverage of network activities. Working with subcontractor Massar Associates, we issued 
press releases on behalf of the network after each major activity, generating substantial coverage 
by the Palestinian print and broadcast media. For example, training sessions on managing 
problem loans led to six newspaper articles, a television story, and a radio interview. The credit 
officers’ training program also received media exposure, particularly the ceremony for graduates 
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of the train-the-trainer course. This type of media coverage has helped raise awareness of 
microlending programs among Palestinian microentrepreneurs.  
 
B. ISAMI Publicity 

We deliberately kept a low profile in our public awareness activities for two main reasons. First, 
our main goal was to project the Palestinian Network for Small and Microfinance as a credible, 
effective industry association. Secondly, given the tense political situation and the perception 
among Palestinians that U.S. policy is biased in favor of Israel, many organizations are reluctant 
to publicly associate themselves with initiatives funded by the U.S. government. Most of our 
public awareness activities therefore aimed at advancing network goals and were carried out in 
full partnership with network members. Shining the spotlight on the project itself or its 
contractor would have done little to serve the overarching objective of ISAMI.  
 
We did however publicize the project to interested parties outside the West Bank and Gaza, 
demonstrating USAID’s contribution to the Palestinian microfinance industry. We did so by 
discussing the project’s accomplishments with other USAID-funded projects, international 
organizations, and microfinance practitioners. We also launched a project website, 
www.isami.org, featuring general information about ISAMI, key studies produced by the project, 
and links to microfinance resources on the Web. 
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SECTION VI 
 
Credit-Checking Database and MIS Assessments 
 
 
Obtaining reliable information on the credit history of potential and existing clients is key for 
MFIs to make sound lending decisions. This is perhaps even more needed in times of conflict as 
some clients may be inclined to blame loan defaults on the political situation. Everyone benefits 
from credit-checking systems. Borrowers are motivated to repay on time to keep a clean credit 
history, and lenders are likely to disburse more loans to borrowers with a good repayment record.  
 
With this in mind, ISAMI worked with the Palestinian Network for Small and Microfinance to 
develop an electronic credit-checking database, the first of its kind in the West Bank and Gaza. 
As an outgrowth of this effort, we also assessed the management information systems (MIS) of 
selected microfinance providers and recommended improvements for better loan tracking.  
 
A. Feasibility of Establishing a Credit Bureau 

One of ISAMI’s original objectives was to facilitate the creation of a Palestinian credit bureau, as 
had been done by USAID and Chemonics under the AMIR program in Jordan. We traveled to 
Jordan to meet with AMIR staff and learn from their experience. We also met with staff of Talal 
Abu-Ghazaleh International, lead member of the consortium that owns and operates the 
Jordanian credit bureau—the first in the region. The firm, which has a branch in Ramallah, 
expressed interest in helping set up a credit bureau in the West Bank and Gaza. 
 
Although the need for a Palestinian credit bureau undoubtedly exists, the political, security, and 
economic situation was not sufficiently stable to make it happen during the life of the ISAMI 
project. As an alternative, we facilitated the development of a credit-checking system for 
microlenders, described in further detail below.  
 
In addition, we drafted a proposal to donors requesting support for a feasibility study, creation of 
an enabling environment, and establishment of a credit bureau. We prepared two proposals—one 
for the development of a privately-owned bureau, the other for a bureau operated through a 
public-private partnership. The proposals were developed on behalf of the Palestinian Bankers’ 
Association, the Palestinian Chamber of Commerce and Industry, and the Palestinian Economic 
Council for Development and Reconstruction (PECDAR), a government entity whose main 
mission is to channel funds from donors to rebuild the Palestinian economy. Led by PECDAR, 
these entities have demonstrated a strong interest in establishing a Palestinian credit bureau and 
plan to approach donors with the proposal developed by ISAMI. 
 
B. Alternative to Establishing a Credit Bureau 

As an alternative to establishing a full-fledged credit bureau, ISAMI helped address the credit 
information needs of microlenders by developing a centralized database on client 
creditworthiness. Participating institutions contribute defined data sets to the database on a 
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weekly basis, and are then able to examine a client’s credit history by using national 
identification numbers.  
 
We developed the database using a phased approach, starting with a feasibility study, followed 
by database development, and finally deployment and loading of data. Subcontractor Asal 
Technologies, a Palestinian software development firm, investigated the technical feasibility and 
cost of developing such a database and concluded that the initiative was both technically feasible 
and needed.  
 
As a prerequisite to database development, we reached agreement with the Palestinian Network 
for Small and Microfinance on the institutions that would contribute data and the kind of client 
information the system should contain. Network members agreed that the initial data fed into the 
system would be somewhat limited until participants feel more comfortable sharing what they 
view as proprietary information.  
 

Sanaa al-Asfar, 26, is the mother of three 
children. Sanaa and her husband Imad studied 
at a university in Iraq, where she earned a 
diploma as a dental lab technician. Imad works 
as a reporter for the Voice of Palestine. To 
supplement the family income, Sanaa obtained 
a loan from ASALA, the Palestinian 
Businesswomen’s Association, to open a 
dental lab in the heart of Ramallah. Today, she 
employs two people and is the first woman in 
the West Bank working in this field.  

Sanaa’s Story: Setting a FirstOnce data sets were defined, we moved on to the 
development phase. Initial installments of the database 
went through a process of refinement before being 
installed on ISAMI’s server. We then worked with the 
five institutions that committed to contributing data—
ACAD, ASALA, FATEN, PDF, and UNRWA—to 
properly configure their IT systems so they can 
interface with the database. The data provided by these 
institutions covers approximately 90 percent of all 
Palestinian microborrowers. Other institutions are 
expected to come on board once they upgrade their IT 
systems.  
 
In the final phase, client data was loaded to the database, which is now fully operational. The 
final product is a simple, efficient, and cost-effective way for non-bank lenders to share client 
data in real time. Before its launch, lenders had to phone or e-mail each other to obtain credit 
information—a tedious and time-consuming process. Through the database, participating 
institutions have instant access to the credit history of existing or potential borrowers.  
 
ISAMI staff discussed the database at the first regional conference of the Microfinance Network 
of Arab Countries, also known as SANABEL. Co-organized by the AMIR program, the two-day 
event was held in Jordan in late 2003 under the patronage of Her Majesty Queen Rania Al-
Abdullah. The presentation generated inquiries from all over the Middle East for further 
information about the system. We shared database specifications with all interested parties as 
they consider implementing similar systems.  
 
Ownership and operation of the database was transferred to the network before ISAMI came to a 
close, ensuring its sustainability beyond the life of the project.  
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C. MIS Assessments for Selected Microfinance Providers 

As part of developing the credit-checking database, we surveyed the management information 
systems of network members and found that only the two largest institutions—UNRWA and 
FATEN—had adequate IT systems. We therefore offered to conduct detailed needs assessments 
for MFIs interested in boosting their MIS capability so they are able to monitor their 
microlending programs more efficiently.  
 
Partners requesting such assessments were asked to sign an MOU with ISAMI to ensure their 
full cooperation and commitment. MIS expert Peter Glibbery helped develop the assessment 
methodology. We tested the methodology by conducting a pilot assessment of ACAD and 
providing recommendations to the organization on the steps it needs to take to improve its 
management information system.  
 
Building on lessons learned from the pilot, we assessed four additional MFIs—ASALA, 
FATEN, PARC, and PDF. The exercise provided these institutions with workable solutions from 
objective consultants rather than vendors with a vested interest in promoting their own products.  
 
As part of these efforts, we introduced the 
Delta Informatics management information 
system specifically developed for small and 
microlending institutions under the Jordan 
AMIR program. The system includes a 
powerful loans tracking module that captures 
loan approvals, generates installment 
schedules, monitors payments and 
delinquencies, and calculates loan officer 
incentives. UNRWA was so impressed with the 
system that it decided to purchase it to support 
its microfinance program, the largest in the 
West Bank and Gaza.  Snapshot of Delta Informatics MIS.  
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SECTION VII 
 
Financial Services 
 
 
In a climate of chronic uncertainty, microlenders are increasingly reluctant to disburse new loans 
at a time when microentrepreneurs need them most. Consequently, our efforts to strengthen 
financial services focused on alleviating the hardships faced by MFIs, particularly non-bank 
lenders whose survival depends solely on their ability to disburse and recover loans.  
 
Though we were unable to introduce new financial services by the contract’s close, we carried 
out feasibility studies proposing a number of products and emergency interventions to help the 
microfinance sector cope with instability. We also facilitated the impending merger of three non-
bank lenders and rescued a microlender on the verge of collapse.  
 
A. Strengthening Existing Microlending Services and Institutions  

Merger of non-bank lenders. Some non-bank lenders lack the infrastructure, capital, and client 
base needed for long-term commercial viability. We suggested merging some of these 
organizations into a sustainable “bank for the poor.” The new institution would operate under a 
special banking license enabling it to take deposits, while enjoying a more flexible regulatory 
regime than commercial banks. Such an entity would be in a better position to attract capital 
from donors and to expand its products, services, and reach.  
 
Three of the project’s counterpart 
lenders—ACAD, ASALA, and 
FATEN—agreed to explore merger 
options and requested assistance from the 
project. As a first step, we conducted a 
comprehensive feasibility study to 
examine the individual institutions, assess 
the suitability of a merger, and identify 
the most desirable merger options. The 
study found that a merger would be 
highly advantageous as the three 
candidates are not sustainable on their 
own.  

Hanan’s Story: A New Beginning 

Hanan Siwail is a 28 year-old  
divorcée with three children. After 
her divorce, Hanan moved in with 
her father in Beit Hanoun, a small 
town in northern Gaza. Her father 
works for the Palestinian National 
Authority and is responsible for  
the welfare of his large family,  
including Hanan and her children.  
 
Before getting married, Hanan worked in a beauty salon. She 
soon realized there was a need for a quality beauty salon in 
Beit Hanoun, and decided to open her own business. She 
approached ASALA, the Palestinian Businesswomen’s 
Association, for a loan.  
 
Hanan rented a small place owned by her father at a discount 
and used the loan to purchase second-hand equipment. She 
opened her salon in the summer of 2000.  
 
Today, Hanan earns a monthly salary of about $265—in a place 
where most people live on less $2 a day—and puts the rest of 
her profits back into her business. 

 
The three non-bank lenders are currently 
lobbying their boards and general 
assemblies to reach agreement on a 
merger. As of the writing of this report, 
all indications were that such an 
agreement would be reached. Closeout of 
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the ISAMI project is a major challenge to these institutions, however, as they will require 
considerable technical assistance to implement the merger. It is hoped that once a final decision 
to merge is taken, USAID will arrange for the provision of such assistance. 
 
Establishing an independent bank subsidiary for microfinance. The predecessor to the ISAMI 
project, the USAID-funded Microenterprise Lending Program managed by Chemonics, provided 
training to commercial banks on lending to small and microborrowers. The results were 
successful until the outbreak of the intifada. Deteriorating economic conditions caused the banks 
to scale back microlending operations, while non-bank lenders adapted to the situation and 
continued to provide microloans. Because of their ample liquidity, it makes sense for banks to be 
involved in microlending. However, their culture, bureaucratic nature, and limited outreach 
capacity make them unlikely candidates for serving the sector.  
 
In light of these factors, we studied the feasibility of having one or more Palestinian banks 
establish subsidiaries entirely devoted to small and microlending, as has been done in Jordan 
under the AMIR program. Such a subsidiary offers several advantages over microfinance 
programs within the bank structure:  
 

• A simple organizational structure with less bureaucracy 
• Less favoritism for clients of “mainstream” bank products 
• Flexible incentives that motivate staff and build morale 
• A vested interest in the success of microcredit as the sole product offered by the 

subsidiary 
• Loan officers devoted to promoting a single product 

 
We looked into the possibility of adapting the 
highly successful AMIR approach to the 
Palestinian environment, whereby the Jordan 
National Bank created a wholly-owned 
microfinance subsidiary—the Ahli 
Microfinance Company. The subsidiary is 
independent from the bank in terms of its 
policies, organizational make-up, and 
products. It reached sustainability within 19 
months of its launch at a level of 900 
borrowers, about half of them women. 
Though the study demonstrated that the 
Jordanian model was suitable for replication 
in the Palestinian context, USAID did not 
wish to pursue it. 

In Their Own Words: Umm Muneer Tells Her Story

“I’m 55 years old, a mother of nine children living in Nablus. 
My husband is a policeman. We used to live on his low 
income in a very small house with my in-laws. Three years 
ago, a loan officer from FATEN visited our house, and she 
explained the FATEN program. I felt this was my chance to 
improve our conditions. I decided to take a loan of $300, 
and bought a cow to sell its milk and milk products.  
 
I repaid the loan and took out another $400 to buy a 
second cow. I later took out a third loan for $850, followed 
by a fourth individual loan for $2,500. Now I have a small 
enterprise with five cows and four calves. I bought milking 
machines and tools to make cheese and yogurt. And lately, 
with the help of my husband and children, I bought a small 
car to market my products.  
 
I’m very proud of myself because my enterprise has 
become our major source of income. We now live in our 
own house, my sons are grown up, and the eldest got his 
Master’s degree. Women in my village imitate me. I always 
encourage them to be clients in FATEN. Now I can say that 
luck sometimes knocks at your door. This is what 
happened to me when FATEN’s loan officer came 
knocking.” 

 
Establishing a PARC microfinance 
subsidiary. Through our work with PARC, it 
became apparent that the organization’s 
extensive credit operations are poorly 
managed, primarily because other activities 
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have received higher priority. ISAMI recommended that PARC establish a separate, wholly 
owned subsidiary focusing exclusively on credit provision. We discussed the findings of the 
feasibility study on the establishment of a bank microfinance subsidiary as the same principles 
would apply to PARC as well. Given PARC’s interest in this issue, ISAMI requested approval 
from USAID for a separate study to recommend ways for PARC to reorganize and improve its 
credit activities. No funds were available to carry out the study before ISAMI’s closeout, 
although this is a possibility the organization may with to pursue in the future.  
 
Emergency interventions. Due to non-performing loans and a lower volume of new loans, none 
of the Palestinian MFIs—except for Al-Ameen Investment and Development Company in 
Gaza—are able to cover operating costs. Many are using loan capital to cover their operating 
deficit. This, coupled with higher numbers of non-recoverable loans, means microfinance 
providers are steadily decapitalizing. Further aggravating the situation, economic and political 
instability has made them increasingly averse to granting new loans, even to creditworthy 
applicants. This not only harms the MFIs but also has a devastating impact on 
microentrepreneurs who desperately need credit to function.  
 
To address this situation, we studied various possibilities of providing emergency assistance to 
MFIs. We suggested a temporary subsidy to help these institutions cover operating deficits and a 
risk-sharing arrangement for all new loans. Risk-sharing would be particularly advantageous to 
non-bank lenders as, unlike commercial banks, microlending is their raison d’être. Such an 
arrangement would help them overcome the tremendous market uncertainty they face and make 
them more likely to increase the volume of new loans. 
 
Although these interventions were not implemented by ISAMI, USAID integrated our 
suggestions into the ongoing Palestinian Enterprise Revitalization (ENASH) project. We 
persuaded ENASH to cooperate with some of our non-bank lending counterparts as 
implementing partners for the interventions.  
 
Guarantee facility. To ensure sustainability, small and microlenders need to transition from 
dependence on donor funding to sourcing their loan capital needs from financial markets. 
Palestinian commercial banks are overly liquid, and current reserves of loan capital will 
eventually be depleted as loan portfolios continue to grow.  
 
To address this problem, we planned to replicate the guarantee facility implemented by the 
AMIR program in Jordan. Under this mechanism, guarantees are issued to commercial banks 
that provide small and microlenders with lines of credit for loan capital funding. The guarantees 
began at 100 percent of the line of credit, and were gradually reduced to zero as Jordanian banks 
became increasingly familiar with the excellent repayment records of small and microlenders. 
The facility has been a success as Jordanian small and microlenders are now regularly funding a 
portion of their loan capital requirements from commercial banks. Efforts to establish a similar 
guarantee facility in the West Bank and Gaza had to be abandoned due to non-extension of the 
ISAMI project.  
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B. Introducing New Microlending Services 

B1. Accounts Receivable Financing by Palestinian Banks 

Bank lending to finance accounts receivable has been a major contributor to small business 
growth in the United States and other parts of the world. Accounts receivable are monies owed to 
a company by clients of its products or services. ISAMI studied the potential to introduce this 
type of lending to the West Bank and Gaza based on discussions with banks and potential users.  
 
The study suggested that banks provide a line of credit to companies to finance accounts 
receivable for up to 90 days. Palestinian banks already provide financing of this sort. Lines of 
credit for large businesses sometimes include lending against a borrower’s accounts receivable. 
In such cases, banks accept a post-dated check from the borrower’s customer, which serves as 
collateral for the loan. 
 
However, this type of financing is only available on an ad-hoc basis, generally for large 
corporate borrowers, and does not cover a borrower’s total base of accounts receivable. We 
suggested an accounts receivable product that would allow a borrower to finance its aggregate 
short-term sales under one line of credit. This would allow more companies, including 
microenterprises, to become eligible for bank financing and would provide existing borrowers 
with greater access to credit.  
 
The study concluded that a banking product to finance accounts receivable could be successful, 
but may require legal and regulatory changes. Further exploration of the policy environment is 
needed before initiating pilot initiatives, including consideration of issues such as a lender’s 
ability to legally register accounts receivable as collateral, notification procedures required by 
law, and regulatory requirements related to this type of financing.  
 
The Palestinian Network for Small and Microfinance may wish to explore these issues in greater 
detail with assistance from the USAID-funded Financial Markets Reform program. Managed by 
Financial Markets International (FMI), the program works to strengthen Palestinian financial 
institutions and services. 
 
B2. Cooperation with the Financial Markets Reform Program 

ISAMI cooperated with the Financial Markets Reform program on efforts to introduce new 
financial services to the West Bank and Gaza. We worked together on activities that would 
benefit the microenterprise and microfinance sectors, notably exploring the possibility of 
introducing microleasing, securitization of microlender portfolios, and special insurance for 
microenterprises. Though none of these came to fruition, our preliminary research and planning 
provide a basis for pursuing such alternatives in the future.  
 
Leasing products. There is a considerable need for leasing products in the West Bank and Gaza, 
and ISAMI’s non-bank lender counterparts are eager to offer such products to their clients. 
Microleasing has proven to be highly successful in other parts of the world as it makes it easier 
for microentrepreneurs to afford capital equipment. The first step, however, is to create the 
proper legal environment for leasing.  
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Working with the Financial Markets Reform program and the microfinance industry, we helped 
draft a leasing tax regulation that would allow lessors to take the depreciation on leased assets 
and to enjoy other tax benefits. Approval of the regulation by the Ministry of Finance is still 
pending. Addressing a workshop organized by FMI, ISAMI’s chief of party stressed the huge 
demand for leasing products within the microenterprise sector and urged equipment suppliers to 
lobby for approval of the regulation. 
 
In addition, FMI and ISAMI agreed to jointly undertake a survey of leasing demand and two 
leasing pilot projects. The survey was to cover the entire Palestinian economy with a view to 
identifying the business sectors most suitable for leasing. Planning for the survey was completed 
and a surveying firm had been selected when it was learned that ISAMI would not be extended. 
FMI canceled the survey as it lacks the means to carry it out without assistance from ISAMI.  
 
The leasing pilot projects were also abandoned, although two of ISAMI’s counterparts—the 
Palestinian Development Fund in the West Bank and Al-Ameen Investment and Development 
Company in Gaza—had agreed to participate. The relationships nurtured by ISAMI could 
facilitate such pilot projects in the future, should the leasing tax regulation be approved.  
 
Our work with FMI also involved refining the firm’s electronic lease-buy modeling tool to 
maximize efficiency and user-friendliness.  
 
Securitization of lender portfolios. In Jordan, the AMIR program determined that securitization 
of small/microlender portfolios would be a viable approach for lenders to recover loan capital. 
AMIR obtained agreement in principle from lenders, an investment bank, and the Amman Stock 
Exchange to undertake a securitization initiative. Although it was not carried out, the research 
and planning phase provided useful lessons for implementation of a similar initiative in the West 
Bank and Gaza. Building on these lessons, ISAMI planned to work with FMI and the Palestinian 
microfinance industry to advance securitization had the project been extended.  
 
Small business insurance. Palestinian small and microentrepreneurs need affordable insurance 
products specifically designed to meet their requirements. As FMI is eager to advance insurance 
diversification, we planned to jointly undertake a feasibility study to identify the types of 
products and prices suitable for Palestinian businesses. The study was to determine whether 
insurers had the capacity to offer small business insurance, as well as identify microlenders and 
business associations interested in marketing and servicing such products. Although considerable 
planning was done for the feasibility study, it was also canceled due to project closeout.  
 
C. Direct Assistance to Existing and Potential Microlenders  

Rescue of microlending institution. About six months before the start of the Al-Aqsa intifada, 
HOPE International Development Agency, a Canadian non-profit, launched Hope for Creative 
Financing (HFCF), a microlender based in Bethlehem. With the outbreak of the intifada, HOPE 
International abandoned the project, and HFCF found itself on the brink of collapse. ISAMI 
intervened to save the microlender and turn it into a viable organization.  
 
Our team provided management, technical, and administrative assistance over the course of a 
year. We upgraded HFCF’s accounting and loan-tracking systems, trained accounting staff, and 
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conducted a comprehensive audit, the first for the organization. To ensure sustainability, we 
brokered cooperative agreements with two of our counterparts—ACAD and CHF—whereby 
HFCF acts as their loans origination and servicing agent in Bethlehem. HFCF continues to 
operate as a result of this assistance. 
 
Saraya Vocational Education Program. The Saraya Vocational Education Program provides 
vocational training in the Old City of Jerusalem and seeks to disburse microloans to help 
graduates establish small businesses. It considered either joining an existing microlending 
institution or launching its own institution due to the absence of MFIs operating in the Old City. 
The program came to ISAMI for assistance. We provided advice on what would be involved in 
undertaking a feasibility study and establishing an MFI. Unfortunately, the organization’s board 
could not reach agreement on the initiative.  
 
Arab-Islamic Bank. ISAMI was approached by the Ramallah-based Arab-Islamic Bank for 
assistance in designing a microenterprise lending program in line with Islamic banking practices. 
Though the program has yet to be launched, the design we helped develop will facilitate such an 
initiative once the bank is ready to begin implementation. 
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SECTION VIII 
 
Linkages 
 
 
Throughout implementation of the ISAMI project, we cultivated both formal and informal 
linkages within the microfinance industry, largely through the Palestinian Network for Small and 
Microfinance, to encourage the sharing of information, best practices, and coping mechanisms. 
As described in earlier sections, such linkages have promoted the merger of three MFIs into a 
viable “bank for the poor,” saved a microlender from dissolution through cooperative agreements 
with two of our counterparts, and led to the establishment of a credit-checking database covering 
some 90 percent of microborrowers. A formal partnership between the network and Birzeit 
University now provides a sustainable mechanism for training delivery to the microfinance 
sector.  
 
Here we describe our efforts to establish linkages with other projects and international 
organizations to leverage resources and expand the pool of technical assistance available to 
microlenders and their clientele.  
 
A. Linkages with Other USAID-Funded Projects 

Financial Markets Reform program. The USAID-funded Financial Markets Reform program 
managed by Financial Markets International (FMI) seeks to strengthen Palestinian financial 
institutions and services. As 
discussed in further detail in Section 
VII, “Financial Services,” we 
explored avenues for cooperation 
with FMI to advance common 
goals, such as the possibility of 
introducing leasing, securitization, 
and small business insurance to the 
West Bank and Gaza. Although we 
made significant progress with 
regard to leasing, this ceased when 
the project ended, as did our nascent 
efforts to promote securitization and 
special insurance products for small 
businesses. However, the Financial 
Markets program will continue to 
assist the Palestinian Network for 
Small and Microfinance in areas 
such as policy advocacy.  

In Their Own Words: Labiba Tells Her Story 

“I live in a refuge camp in Gaza. I’m 
a married woman with eight sons; four 
of them are married. My husband used 
to be a fisherman. Lately my husband 
and sons have become unemployed 
due to the political situation. 
 
I started my own business six years ago when I borrowed money 
and went to Egypt to buy clothes and sell them in Gaza. My 
friends told me about FATEN, and I took out five successive loans 
through its Group Guarantee Lending Program. They were $300, 
$350, $700, $850, and $1,100. With those loans, I was able to 
improve my business in terms of quality and quantity.   
 
During the intifada, and because of the siege on Gaza, traveling to 
Egypt became impossible. So I decided to depend on the local 
market. I was able to buy and sell clothes because of the 
reputation I had made for myself and because of my good 
relationships with my clients. My business was able to survive 
even grow under this harsh situation. I always thank FATEN and 
its employees for their support and advice.”  

 
Market Access Program and Palestinian Enterprise Revitalization (ENASH) project. The Market 
Access Program works to establish business associations representing various sectors of the 
Palestinian economy, while the ENASH project assists small enterprises with business planning 
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and recovery. Both are USAID-funded initiatives managed by Development Alternatives Inc. 
(DAI). As non-bank lenders are far more responsive to the needs of small businesses than 
commercial banks, we worked to nurture linkages between our non-bank lending counterparts 
and the DAI-supported microenterprises and business associations.  
 
These linkages have not only expanded small business access to credit, but also led ENASH and 
microlending institutions to provide joint training to a wide range of small entrepreneurs. Our 
efforts also led FATEN to establish a customized credit product for the Turath Center, a 
handicrafts incubator based in Bethlehem, to help meet its working capital needs. Lessons 
learned from this pilot linkage will help inform similar efforts with other business association 
members supported by the Market Access Program.  
 
B. Establishment of the Jordan Valley Coalition 

To help expand access to credit in underserved rural areas, we nurtured linkages between our 
non-bank lending partners and agribusinesses supported by ACDI/VOCA through a project 
funded by the U.S. Department of Agriculture. In an effort to institutionalize these linkages, we 
formed the Jordan Valley Coalition, bringing together ACAD, PARC, and ACDI/VOCA, the 
three largest and most effective institutions working in the rural sector. Through the coalition, 
these organizations have integrated their specialties into a targeted program of assistance to the 
agriculture-based economies of Jericho and the Jordan Valley.  
 
With guidance from ISAMI, the coalition conducted a comprehensive survey to identify the most 
successful rural cooperatives and determine the needs of their members. Based on survey results, 
the coalition crafted a plan to provide technical assistance to five or six cooperatives. 
ACDI/VOCA has incorporated key elements of the plan into its agribusiness development 
project.  
 
The coalition also agreed to launch a pilot program with the Jericho farmers union, the umbrella 
organization for all cooperative associations in the area. Planned interventions focus on 
supporting madjool date growers through loans to establish a date seedlings nursery, assistance 
in marketing the dates to European markets, and establishment of post-harvest processing and 
packing facilities, which can also be used for seedless grapes and cherry tomatoes.  
 
As described below, ISAMI made arrangements for continued assistance to the coalition in 
implementing these interventions.  
 
C. Linkages with International Organizations 

United Nations Association International Services (UNAIS). A leading volunteer sending agency, 
UNAIS responds to requests for assistance by providing qualified technical advisors to local 
organizations at no charge. In cooperation with the Palestinian Network for Small and 
Microfinance, we determined where such advisors could be most useful and held discussions 
with UNAIS to ensure their availability.  
 
UNAIS has agreed to provide two volunteers to work with ISAMI counterparts for one to two 
years. Most of their efforts will focus on assistance to the Jordan Valley Coalition. To help 
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UNAIS gain a better understanding of the issues facing the rural sector, we arranged meetings 
between the UNAIS regional director and representatives of women’s organizations, savings and 
credit groups, and the Jericho farmers’ union.  
 
As a result of these efforts, UNAIS has agreed to support the Jordan Valley Coalition by 
organizing date producers into an effective cooperative and providing technical assistance in 
production, processing, and marketing. A UNAIS expert will also train rural women’s 
cooperatives in manufacturing and marketing of home-based products. Finally, UNAIS also 
agreed to provide technical assistance to the Turath Center and Hope for Creative Financing.  
 
International Fund for Agricultural Development (IFAD). As part of its efforts to strengthen 
farmer cooperatives, PARC establishes credit and savings associations and supports them with 
loans. Through the Jordan Valley Coalition, ACAD and ACDI/VOCA will help PARC expand 
technical assistance to the cooperatives. At the same time, PARC is looking to obtain donor 
funding to increase loan provision to the rural sector.  
 
ISAMI explored the possibility of helping the organization prepare an unsolicited proposal to 
USAID. The agency indicated it lacks the funds to extend such assistance. We therefore advised 
PARC to approach IFAD, a United Nations agency dedicated to fighting rural poverty. Since 
PARC prefers to be a sub-grantee to avoid reporting burdens, we brokered discussions with 
ANERA, which is interested in expanding assistance to the rural sector. ANERA agreed to 
partner with PARC and to channel donor funds to the organization should IFAD approve the 
request for assistance.  
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SECTION IX 
 
Conclusion 
 
 
The ISAMI project provides valuable lessons applicable to the Palestinian context and other 
unstable environments. At the same time, it is important to note that there is no “one size fits all” 
approach to building a sustainable microfinance industry. This is particularly true of the 
Palestinian environment, where conditions are unique and substantially different from countries 
plagued by civil war or national disasters. In the West Bank and Gaza, the social and economic 
infrastructure remains largely intact despite the Israeli occupation, economic recession, and 
sporadic violence. Natural economic recovery is therefore possible once violence subsides and 
repressive Israeli measures are scaled back.  
 
Here we discuss lessons learned, focusing on key success factors, and provide recommendations 
for continued assistance to the Palestinian microfinance industry. The momentum built by the 
establishment of the Palestinian Network for Small and Microfinance must not be lost. MFIs 
have demonstrated a great degree of adaptability and resilience to external shocks. Helping them 
surmount these difficult times is essential to the viability of the thousands of microenterprises 
peppering the Palestinian landscape.  
 
A. Lessons Learned 

Create or strengthen a microfinance industry association. To succeed, efforts to build a 
sustainable microfinance industry must be channeled through a strong industry association 
representing the collective interests of small and microlenders. Investing in the establishment of 
such an association or strengthening an existing one will return large dividends in terms of 
results, impact, and responsiveness to local needs and priorities. An effective, inclusive industry 
association provides MFIs with a formal mechanism for finding solutions to common problems. 
It is also a consensus-building vehicle allowing microlenders to present a united front in 
advocating policy reforms and promoting microfinance standards. 
 
Integrate a wide cross-section of microlenders. To be effective and sustainable, an industry 
association must include small and large microlenders, commercial banks and non-profit 
microcredit providers. Large, reputable organizations should be brought on board early on to 
build legitimacy and galvanize support from more reluctant participants. Likewise, successful 
bank microlenders can help encourage the participation of other commercial banks and 
demonstrate the profitability of microfinance operations. Finally, in an environment such as the 
West Bank and Gaza, special attention must be paid to integrating entities that operate in isolated 
areas through power-sharing mechanisms and adequate representation in decision-making 
bodies.  
 
Work through the industry association to maximize results. Working with and through a 
representative industry association helps secure buy-in from key stakeholders, a necessary 
prerequisite for the success of any donor-funded initiative. By being fully involved in project 
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interventions, the industry can help raise the legitimacy, credibility, and effectiveness of 
technical assistance efforts.  
 
Use innovative ways to facilitate dialogue and disseminate best practices. Conflict situations and 
limited mobility require innovation in sharing information, fostering dialogue, and disseminating 
best practices. IT tools such as videoconferencing, e-mail, and the Internet are particularly 
useful. A wide range of public education tools should also be used to reach the widest possible 
audience, including fact sheets, newsletters, websites, videos, and the mass media. Whenever 
possible, projects should sponsor the attendance of microfinance practitioners at regional or 
international events, such as training programs, seminars, and conferences. This not only exposes 
MFI staff to international best practices, but also gives them an opportunity to interact with one 
another—something that is not always possible in a conflict environment.  
 
Focus on building local capacity. To make a lasting impact, technical assistance should focus on 
building the capacity of MFIs rather than excessive involvement in their operations. Although 
operational involvement is often warranted and necessary, it should be subordinated to larger 
institutional capacity-building issues. All too often, small and microlenders falter or fail to grow 
because they lack the requisite infrastructure, including appropriate management information 
systems, business planning, new and innovative products, and funding from commercial sources. 
In the same vein, the microfinance industry as a whole often lacks the requisite infrastructure to 
support its members through credit bureaus, active business associations, training capabilities, 
guarantee facilities to secure funding from commercial sources, and the like. No matter how 
strong the operational aspects of individual institutions may be, they are unlikely to grow and 
prosper without broader support infrastructure. 
 
Create a cadre of local microfinance trainers. Related to capacity building, microfinance 
training programs are an essential means of harnessing human capital, strengthening skills, and 
promoting best practices. However, training delivered by international consultants often 
produces finite results and ends with the donor-funded project. Building the skills of local 
trainers guarantees they can in turn replicate training initiatives long after a project ends. 
Housing training-of-trainer programs with a reputable local institution ensures continuity.  
 
Respond to immediate needs while keeping an eye on sustainability. Conflict situations create 
pressing needs that must be addressed, albeit without losing sight of sustainability issues. Any 
emergency interventions must be grounded in current realities and built on a solid understanding 
of local needs and priorities. This requires thorough analysis and primary research to understand 
the impact of the conflict on the microfinance and microenterprise sectors. Addressing the 
immediate needs of microlenders is necessary to help them weather the storm. But, in the words 
of David Larson, “storms pass.” Microlenders must therefore work toward building the 
foundation for continued, viable operations over the long term.  
 
Address both the supply and demand sides of the microfinance equation. Efforts to build the 
capacity of microfinance institutions must parallel capacity building for MFI clients. Indeed, 
improving the viability of microenterprises increases their chances of obtaining loans and widens 
the pool of potential MFI customers.  
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Foster long-term linkages. Creating linkages with other USAID projects and international 
organizations exposes microfinance providers to a wider range of technical assistance than a 
single project can provide. Linkages help to leverage resources, foster innovation, facilitate the 
exchange of ideas and lessons learned, and maximize the impact of technical assistance 
activities. In the same vein, operational linkages within the microfinance industry offer many 
advantages. They can facilitate the merger of weak institutions into viable operations; provide a 
mechanism for larger, well-established organizations to strengthen the capacity of smaller MFIs 
in exchange for a wider client base; and lead to more targeted assistance to underserved 
communities such as the rural and agricultural sectors. Pilot linkages are an effective way to 
demonstrate the benefits of cooperation to all parties.  
 
Public awareness efforts driven by counterparts. Project counterparts should be at the forefront 
of efforts to disseminate best practices to microlenders and to educate microentrepreneurs about 
the range of financial services available to them. This helps create a sense of ownership over 
public awareness activities. The project or contractor should play a supportive role, but the 
interests of the project are best served when counterparts are the driving force behind high-
profile public initiatives.  
 
B. Recommendations 

The recommendations below are derived from lessons learned from the ISAMI project. A major 
goal of these recommendations is to strengthen the Palestinian Network for Small and 
Microfinance as the only association representative of the microfinance industry through 
initiatives to improve the legal and regulatory environment, build the capacity of microlenders, 
expand microfinance products, and support the microenterprise sector.  
 
Improve legal and regulatory environment for microfinance. The network needs assistance to 
strengthen its capacity to advocate reforms with a view to creating a more conducive 
microfinance environment. These should be based on thorough reviews of existing laws, 
regulations, policies, and procedures affecting the microfinance and microenterprise sectors. For 
example, the network should advocate for the establishment of a credit bureau and guarantee 
facility, and push for legal reforms to facilitate the introduction of new financial services such as 
adoption of the leasing tax regulation drafted by FMI, and reviewed and approved by ISAMI.  
 
Establish a credit bureau. The impact of the ongoing conflict on the Palestinian economy has 
made the need for credit information a necessity. To increase access to credit, lenders must have 
an efficient, reliable means of evaluating the credit histories of potential borrowers. Such 
information helps credit providers make better lending decisions and minimize risk. In turn, 
clients with a good record get quicker, preferential services. Savings from reduced transaction 
costs can eventually be passed on to borrowers through lower interest rates.  
 
Building on the experience of the AMIR program in Jordan, donors should support the creation 
of a legal and regulatory environment conducive to establishing a credit bureau, preferably 
owned and operated by the private sector or by a public-private partnership. Such support should 
also include a comprehensive feasibility study and technical assistance to launch and operate the 
bureau. The credit-checking database developed by ISAMI could be integrated with the credit 
bureau once it is up and running.  
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Potential subscribers to the bureau include banks, non-bank lenders, credit card companies, 
retailers, wholesalers, utilities, insurance companies, and manufacturers. Several leading 
Palestinian organizations are committed to facilitating the creation of an enabling environment, 
including the Palestinian Economic Council for Development and Reconstruction, the 
Palestinian Bankers’ Association, and the Palestinian Chamber of Commerce and Industry. In 
addition, a large number of sophisticated investors would welcome the opportunity to invest in 
the establishment of a credit bureau.  
 
To prepare for joining the bureau once it is up and running, microfinance providers need 
assistance to boost their management information systems. ISAMI has conducted MIS 
assessments for several MFIs. Such assessments should be expanded to additional institutions, 
which should then receive support in implementing recommendations for improvement. Until the 
credit bureau is operational, MFIs that upgrade their management information systems should be 
encouraged to join the credit-checking database developed by ISAMI.  
 
Establish a guarantee facility. Freeing Palestinian MFIs from reliance on donor funding is key to 
their sustainability. To that end, USAID should support the creation of a guarantee facility 
similar to the one established by the AMIR program in Jordan. The facility would guarantee loan 
capital borrowings by MFIs from commercial banks until they reach full sustainability. 
Eventually, MFIs would “graduate” from dependence on the facility guarantees and secure loans 
directly from the commercial banking sector. Should USAID establish a Development Credit 
Authority (DCA) program in the West Bank and Gaza, DCA guarantees could provide at least 
part of the capital required for the guarantee facility.  
 
Intensify training to microlenders and microenterprises. Slower business activity provides an 
opportunity to intensify training as MFI staff and microentrepreneurs have more time to devote 
to capacity building. Although training delivery is logistically difficult due to closures and 
limited mobility, every opportunity to provide training should be exploited to the maximum 
extent possible. A decentralized approach to training is appropriate in the current climate. Since 
structured training is difficult to implement, training trainers throughout the West Bank and Gaza 
would expand the cadre of trainers able to deliver courses at various locations. The varied needs 
and skill levels of target audiences call for frequent training sessions targeting small, 
homogeneous groups.  
 
Training programs should be designed and managed by the Palestinian Network for Small and 
Microfinance in cooperation with Birzeit University’s Center for Continuing Education. This 
will ensure continuity, capitalize on the skills of Palestinian microfinance practitioners and 
trainers, and reinforce the operational linkages between the two entities. Training should include: 
 

• Continued delivery of the credit officers’ training program, including training of 
trainers. Participants in the train-the-trainer program should be carefully selected 
based on their potential to become successful trainers.  

• Implementation of the sustainable microfinance training program designed by Birzeit 
and the network. Because the program requires a prolonged period of calm (18 days 
for the basic microfinance course and 21 days for the advanced course), it should be 
implemented as soon as security conditions allow. 
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• Specialized courses for microlenders in board governance, financial analysis, sales 
and marketing, communication and management skills, dealing with problem loans, 
crisis management, product development, strategic planning, team-building, and 
incentive schemes for loan officers. 

• Business planning courses to help microfinance programs and microentrepreneurs 
develop the strategies and systems needed to effectively respond to external 
contingencies.  

• Implementation of the Making Cent$ microentrepreneur training program, with a 
focus on basic management techniques. Training to microentrepreneurs helps spur 
business growth, reduce loan default rates, and boost their chances of obtaining loans. 

 
Support the development of informal enterprises. Since the outbreak of the intifada in 2000, the 
number of informal businesses has nearly doubled, marking a spontaneous response to 
deteriorating economic conditions and rising poverty. By and large, informal enterprises operate 
from the owner’s home, on the streets, or in marketplaces. Their flexibility and ability to absorb 
shocks qualifies them to be a vehicle of survival for thousands of Palestinians for years to come. 
Yet this sector has largely been neglected by the donor community and the public sector. Three 
main areas of intervention are needed to bring informal businesses into the mainstream economy.  
 
First, the informal sector must be integrated into the development process through strategies 
designed to transform informal businesses into sound microenterprises with a higher potential for 
growth. Second, flexible credit programs targeting informal businesses are needed to help 
increase capital and sales. Third, demand-driven training and technical assistance would help 
upgrade the skills of entrepreneurs and the structure of their enterprises. This might include 
training in management, marketing, and vocational skills; technical assistance to upgrade the 
tools and equipment used in production; and the creation of marketing associations to help 
market products and increase bargaining power.  
 
Expand microcredit and assistance to women-run businesses. Since the first intifada, Palestinian 
women have played an increasingly important role in economic life. Many have become heads of 
households, especially widows and women whose husbands are in Israeli jails. Yet most women-
run businesses are not viable and have limited access to credit. Microlenders should develop 
programs that specifically target female microentrepreneurs. For the most part, women launch 
microbusinesses out of necessity, with little understanding of market needs. In addition to greater 
access to credit, they need technical assistance and training in marketing, management, 
budgeting, and finances. To inform these efforts, primary research is needed to identify the 
problems facing women and to develop forward-looking solutions. This might include market 
studies and research on women working in the informal and agricultural sectors.  
 
Implement emergency interventions. In parallel with efforts to build long-term sustainability, 
emergency interventions are needed to help microlenders absorb the massive socioeconomic 
impact of the intifada. These might include a temporary subsidy to cover operating deficits and a 
risk-sharing arrangement for all new loans to help overcome market uncertainty. Microborrowers 
also need help in weathering external shocks, such as Israeli incursions, to avoid delinquency. 
MFIs can help in that regard by preparing a consolidated report documenting the physical 
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damages incurred by their borrowers. A 
comprehensive assessment of direct physical 
damage with proper documentation could 
then be used to seek donor assistance. 
 
Support the merger of non-bank lenders. 
Based on the recommendations of a 
feasibility study by ISAMI, three MFIs—
ACAD, ASALA, and FATEN—have 
expressed interest in merging into a deposit-
taking “bank for the poor.” A merger would 
allow these entities to combine their infrastructure, products, capital, and client base into a 
commercially viable operation. The merger is pending approval by the boards of the three 
institutions. Once agreement is reached, USAID should provide technical assistance to facilitate 
the merger process and to get the new entity up and running. Similar mergers should be 
encouraged among other MFIs lacking long-term sustainability on their own. 

Inshirah’s Story: Delinquency Caused by Violence

Inshirah Qasem, an obstetrician from Jenin, opened a 
small clinic in 1991. In February 2001, she obtained a 
$10,000 loan from ASALA to purchase an Ultrasound 
machine. Two months later, her office was shelled by 
the Israeli military and the Ultrasound machine was 
stolen. Her total loss was valued at $22,000. Inshirah 
had to close the clinic for repairs. She has since 
reopened it, but her revenues have dropped drastically 
because she no longer has the Ultrasound machine. Of 
the $10,000 loan she took out from ASALA, Inshirah has 
only been able to repay $2,000.  

 
Establish bank subsidiaries devoted to microfinance. Commercial banks should be encouraged to 
establish subsidiaries entirely dedicated to small and microloans. Such subsidiaries are typically 
more successful than microfinance programs within the bank structure because they are more 
flexible, less bureaucratic, and more responsive to the needs of microenterprises. Large 
organizations offering a range of services, such as PARC, should also consider establishing 
wholly owned microfinance subsidiaries to maximize the efficiency of their credit operations.  
 
Introduce new financial services and products. MFIs and commercial banks should investigate 
the possibility of introducing new financial products to meet the varied needs of the 
microenterprise sector:  
 

• Computer loan products. Such products could be used by students and businesspeople 
to purchase computers or to take computer training classes. Given travel restrictions 
and limited mobility, computer loans would enable borrowers to telecommute or start 
home-based businesses. MFIs should work with vendors and universities to develop a 
flexible program with long repayment periods and sufficient resources for outreach. 

• Leasing products to make capital equipment more affordable to microentrepreneurs. 
• Insurance products specifically designed to meet the needs of microentrepreneurs. 

MFIs and business associations would market and support such products. 
• Securitization of microloan portfolios to help lenders recover loan capital.  
• Accounts receivable financing by commercial banks. Such a product would allow 

microborrowers to finance aggregate short-term sales under a single line of credit.  
 
Raise public awareness of microlending products. ISAMI’s survey of the needs of women 
microentrepreneurs revealed that a high proportion of respondents were unaware of the 
microlending services available to them. This may be indicative of a generally low level of 
awareness among both women and men. The Palestinian Network for Small and Microfinance 
should launch a campaign to educate small and microentrepreneurs and help member institutions 
market their products.  
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ANNEX A 
 
Industry Data 
 
 
As stated in the brochure of the Palestinian Network for Small and Microfinance, “small and 
microenterprises, both formal and informal, make up 95 percent of all Palestinian business 
establishments and constitute over 70 percent of GDP.” In this annex, we present a compilation 
of facts and figures providing a general picture of the microfinance services available to these 
businesses and the overall credit situation in the West Bank and Gaza.  
 
All the data provided here comes from the “Assessment of Demand and Supply of Small and 
Microcredit in the West Bank and Gaza Under the Current Political Situation (Intifada),” a study 
produced by ISAMI in April 2002. For this study, subcontractor Massar Associates surveyed 687 
establishments in the West Bank and Gaza Strip, covering the four major sectors of economic 
activity: agriculture, trade, manufacturing, and services.  
 
A. Obstacles and Constraints to Businesses 

Palestinian businesses face a number of constraints, many resulting from political instability and 
Israeli restrictions on the movement of people and goods. When asked to rank the problems they 
face, most respondents cited the political situation, closures, frail markets, and lack of mobility. 
 

Exhibit A-1. Non-Credit Obstacles Facing Small and Micro Palestinian Businesses 
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With regard to credit obstacles, businesses cited the inability to collect receivables, the lack of 
suppliers’ credit, and high interest rates as the most important constraints they face. 
 

Exhibit A-2. Credit Obstacles Facing Small and Micro Palestinian Businesses 
 
 
 

 

 

 

 

 

 

 

 

 

 
B. Demand for Credit 
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In spite of the current political situation and the economic contraction of business activities, 
businesses still need access to credit. Most businesses face liquidity problems due to the low 
percentage of collection of receivables and the decrease in suppliers’ credit. 
 

Exhibit A-2. Desired Sources of Credit 

Types of Loans Description Percent 

Bank 4 
Financial institution 4 
NGOs 5 
Any 12 
Bank and financial institution 2 
Bank and NGOs 4 
Financial institution and NGOs 2 
Total borrowing with interest 33 
Islamic bank-borrowing without interest* 11 

Loans of $20,000 
and less 
 

Total 44 
Loans above $20,000 11 
Unknown amount 1 
Don't want loans  44 
Total 100 

 
*  Without interest does not mean there is no cost. The costs are in the form of  

a percentage of profit added to the buy-and-sell transaction. 
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The estimated demand for credit per loan amount is delineated in the exhibit below. 
 

Exhibit A-3. Demand by Loan Size 

Loan Size Percent 

$375-1,500 6 
$1,501-3,000 15 
$3,001-5,000 26 
$5,001-7,000 8 

$7,001-10,000 25 
$10,001-15,000 11 
$15,001-20,000 9 

Total 100 

 
The estimated demand for credit by economic sector is as follows: 
 

Exhibit A-3. Demand by Economic Sector 

Sector Percent  

Agriculture 34 
Manufacturing 21 
Services 26 
Trade 29 
Total 26 

 
The average loan amount required is illustrated in the following graphs. 
 

Exhibit A-4. Average Loan Amount Needed 
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C. Supply of Credit  

The availability of credit and lending programs through formal institutions is recent in the West 
Bank and Gaza. Because lending has not been readily available to Palestinian entrepreneurs 
wishing to start a business or expand an existing one, most of them have resorted to private, 
family, or informal sources of funding.    
 
The banking sector and NGO lending programs formally began lending activities in the early 
1990s. Before that, some NGOs offered credit services to small and microbusinesses with limited 
coverage and focus. After the 1993 Oslo Accord, many banks and NGOs initiated various 
lending programs with funding and technical support from international donors.  
 
Despite the various bank and NGO credit activities targeting small and microbusinesses, 
outreach and access to credit is still limited. The primary source of financing for starting a 
business is personal savings. Loans accessed through family, banks, moneylenders, suppliers, 
NGOs, and other financial institutions do not exceed 19 percent of total financing for startup. 
Only six percent of the businesses surveyed had accessed loans from banks, NGOs, and financial 
institutions when they started their business as indicated in the following exhibit. 
 

Exhibit A-5. Sources of Financing When Starting a Business 

Source of Financing Percent 

Personal savings 73 
Gifts or inheritance 8 
Loans from family 6 
Middleman, suppliers, trade credit 6 
Money lender 1 
Financial institution 2 
Bank 2 
NGO 2 
Total 100 

 
Bearing in mind that most entrepreneurs had used personal savings or borrowed from family 
sources at startup, established businesses seek other sources to finance their operations. The 
following table delineates the source and size of funding after the startup phase. 
 

Exhibit A-6. Loans Accessed After the Startup Phase 

Financing Source Percent 

Loans from family 2 
Middleman, suppliers, trade credit 0.4 
Money lender 0.1 
Financial institution 0.4 
Bank 5 
NGO 5 
Others 0.4 
Total loans 13 
Extremes (large loans)  0.5 
Did not take loans 86.5 
Total 100 
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Large-scale banking activity only began in the mid-1990s. Before that, some lending programs 
targeted small and microenterprises, but on a small scale, and commercial banks were not 
engaged in any targeted credit programs for microbusinesses. NGOs providing microcredit were 
totally subsidized by donor agencies. Some of them, such as Save the Children, were managed 
and directed by the donors themselves. The practice of microcredit was limited in terms of 
coverage, outreach, and focus. Most NGO microfinance programs were based on a welfare 
approach, with little knowledge or application of best practices. 
 
In recent years, microfinance activities expanded significantly in terms of the number of credit 
programs, scope, outreach, coverage, and focus. Commercial banks and more focused NGOs are 
now engaged in lending activities with a commercial, businesslike approach. Donors 
significantly support these programs through capital, technical assistance, or both. Most of these 
programs practice lending based on commercial practices and financial sustainability goals. 
However, the magnitude of these activities has not reached the level required to build a sound 
microfinance industry. 
 
Lending activities slowed significantly after the outbreak of the intifada in September of 2000. 
Commercial banks significantly reduced lending to small businesses, and only continued to 
provide loans to guaranteed clients. NGOs, on the other hand, continued to lend, but with a more 
conservative and cautious approach. 
 
The following exhibit provides a general view of the funds available for microlending. Due to he 
intifada, these figures are significantly lower than those identified in a similar study conducted in 
1999. 
 

Exhibit A-7. Supply of Credit by Source 

Source Available Supply % of Total 
Supply 

No. of 
Borrowers 

Outstanding 
Balance 

Banks $40.5 million 60% 2,359 $8.5 million 

NGOs $27.3 million 40% 17,024 $15.254 million 

Total $67.8 million 100% 19,383 $24.115 million 
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ANNEX B 
 
Financial and Personnel Summary 
 
 
A. Financial Overview 

ISAMI Budget/Expenditure Categories Labor  Materials Grand Total 

Original Contract Budget $3,966,310 $1,588,238 $5,554,547 

Authorized Expenditures/Obligated Amount   $4,026,000 

Actual Expenditures Invoiced to Date $2,469,882 $1,549,176 $4,019,058 

Projected Residual Billings  $5,000 $5,000 

VAT Reimbursement Adjustment  ($17,101) ($17,101) 

Projected Grand Total $2,469,882 $1,537,075 $4,006,957 

Projected Balance Remaining of Contract $1,496,428 $51,163 $1,547,590 

Projected Balance Remaining of Obligated Funds   $19,043 

 
B. ISAMI Staff  

ISAMI was implemented by the following long and short-term staff: 
 

• H. James Whitaker, chief of party, November 2001-April 2004 
• Charles Taylor, chief of party, January 2001-November 2001 
• Khaled Qutob, senior microfinance specialist, October 2003-March 2004  
• Imad Hamze, senior microfinance specialist, January 2001-October 2003 
• Amer Klfeh, IT initiatives manager, February 2001-April 2004 
• Ruba El-Ghoul, accounting and finance manager, February 2001-April 2004 
• Lorraine Aweidah, office/operations manager, February 2001-April 2004 
• Natasha Khalidi, public information manager, February 2002-April 2003 
• Elen Saba, Network coordinator (part-time), May 2003-April 2004 

 
The following expatriate and TCN specialists carried out short-term consultancies: 
 

• Anne Nyobo: Developed and presented a workshop on problem loan analysis. 
• Stephanie Charitonenko: Finalized the draft report, “Review of Policy, Legal, and 

Regulatory Environment of Microfinance in Palestine.”  
• David Larson: Facilitated panel discussions for the “Microfinance in Times of Trouble” 

seminar. 
• Tillman Bruett: Conducted a merger feasibility study. 
• Peter Glibbery: Developed the MIS assessment methodology. 
• Graham Perrett: Performed initial work on a feasibility study for the creation of wholly-

owned bank microfinance subsidiaries in the West Bank and Gaza. 
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• Jane Masri: Provided graphic design services. 
• Helen Dunlap: Conducted a training needs assessment for the microfinance industry. 
• Kenneth Donaldson and Stephen Graham: Presented a seminar on business planning. 

 
The following local specialists and subcontractors carried out short-term consultancies: 
 

• Nabhan Abdel Khalik and Musa Abu Diah Soboh: Provided short-term services as 
financial management specialists. 

• Sameh Assali: Performed short-term technical writing services to produce the 
microfinance industry fact sheets. 

• Randa  Nijem: Provided accounting services and technical assistance to HFCF. 
• Huda El-Jack: Provided IT and MIS assistance to the project and counterpart MFIs. 
• Sophia Ahmad: Provided part time support to plan and manage the “Microfinance in 

Times of Trouble” seminar. 
• Abdel Khaliq Karmi: provided IT assistance to the project.   
• ASAL Technologies: Developed the MFI’s credit checking database and the Network’s 

website. 
• Massar Associates: Provided most of the local long and short term specialists for the 

project.  
• Hiwar: Produced documentary “Microfinance in Times of Trouble.” 
• Birzeit University’s Center for Continuing Education: Developed the credit officer’s 

training course. 
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ANNEX C 
 
Summary of Results 
 
 
For each component of the ISAMI project, the table below illustrates the indicators set in the 
original contract and subsequent work plans, compared with actual results.  
 

EXPECTED RESULTS ACTUAL RESULTS 

Component 1: Technical and/or financial assistance to a microcredit forum in West Bank/Gaza 

• Develop a functioning microcredit 
forum for the microcredit industry 

• Promote a set of standards for 
microcredit best practices in the 
West Bank/Gaza 

• Formed the Palestinian Network for Small and Microfinance, a 
business association of microfinance practitioners dedicated to 
supporting industry growth in the West Bank and Gaza 

• In cooperation with the network and Birzeit University, developed 
curriculum materials and a trainer manual for best practices in 
microfinance   

Component 2: Training to create a pool of microfinance trainers 

• Train a pool of at least 30 
accredited microcredit trainers in 
the West Bank/Gaza 

• Develop a training program that 
will be housed, sponsored, and 
accredited by a local/regional 
institution 

• Trained more than 40 individuals through a credit officers’ training 
course (23 trainers in the West Bank and Gaza; 21 credit officers at 2 
pilot credit officers’ training courses); training sessions were facilitated 
by Birzeit University and managed by the Palestinian Network for 
Small and Microfinance 

• Increased the capacity of the network and a local university to develop 
and deliver high-quality technical training courses for the microfinance 
industry 

Component 3: Public awareness campaign to promote sustainable microfinance 

• Increase the number of policy 
makers supporting microcredit 
best practices 

• Develop and implement bilingual 
information campaign 

• Developed Arabic/English Network fact sheets on microfinance, and 
distributed them to West Bank/Gaza industry members and the 
international microfinance community 

• Posted the fact sheets on the Microfinance Gateway, a widely known 
and utilized resource of the Consultative Group to Assist the Poorest  

• Designed, initiated, and maintained websites for the ISAMI project and 
the Palestinian Network for Small and Microfinance 

• Developed brochures for the network and the ISAMI project 
• Designed and implemented a Web-based quarterly report for the 

network 
• Organized a conference on “Microfinance in Times of Trouble” for 

industry members and distributed a video of the event to more than 
200 individuals who were unable to attend due to the political situation 

Component 4: Building and encouraging linkages within the microcredit sector  

• Merge the efforts of two or three 
NGOs to better serve potential 
borrowers 

• Foster the partnership of one or 
more NGOs with local 
commercial bank(s) 

• Completed a feasibility study for the merger of three microfinance 
institutions into one “bank for the poor” 

• Brokered agreements between a struggling local lending institution 
and various funders, resulting in the continued operation of the local 
institution and wider outreach on the part of the funders 

• Formed the Jordan Valley Coalition consisting of non-bank lenders 
and rural cooperative NGOs, which allowed for more targeted and 
effective assistance to the rural/agricultural sector 

• Secured the provision of UNAIS long-term technical advisors for four 
local counterpart institutions 
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EXPECTED RESULTS ACTUAL RESULTS 

Component 5: Potential establishment of private, independent credit bureau  

• Establish a sustainable privately 
owned credit bureau 

• Analyzed benefits and feasibility of a credit bureau versus a credit-
checking database 

• Designed, developed, and installed a client creditworthiness checking 
database run by the Palestinian Network for Small and Microfinance 

Component 6: Studies, seminars, and analyses 

• Produce six to seven 
surveys/studies in areas or 
policies that would significantly 
improve the implementation of 
microfinance 

• Completed and published nine studies for the benefit of the industry 
• Hosted three seminars for more than 120 industry members on topics 

such as problem loans, managing people, and writing business plans 

Component 7: Commercially viable financial services 

• Introduce at least two new 
financial products for 
microentrepreneurs 

• Possibly establish a microfinance 
subsidiary under one of the 
commercial banks 

• Initiated discussion and planning for the introduction of microleasing, 
microinsurance, and securitization of lender portfolios with the USAID-
funded Financial Markets International project, which will continue to 
pursue both services after ISAMI’s closure 

• Conducted feasibility study for the establishment of a microfinance 
subsidiary under a commercial bank  
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ANNEX D 
 
Profiles of Network Members 
 
 
*Based in Gaza, Al-Ameen Investment and Development Company is a private sector, investor-
owned and funded microfinance company with over $1 million in financing outstanding.  
 
American Near East Refugee Aid (ANERA) was founded in 1968 to provide emergency relief to 
displaced Palestinians. Headquartered in Washington, D.C., ANERA has offices in Jerusalem 
and Gaza. It runs an IFAD-funded microcredit program providing agricultural loans ranging 
from $1,000 to $8,000. The program operates a $1 million guarantee fund. 
 
The Arab Bank has a global network of more than 400 branches, including presence in every 
Arab country where private sector banking services are permitted. It has four Palestinian 
branches (Gaza, Hebron, Jenin, and Nablus) and runs a microfinance program providing loans 
averaging $2,500, with a 2-percent monthly interest rate. The program has disbursed 2,000 loans 
worth a total of $5 million, with a repayment rate of 97 percent.  
 
*The Arab Center for Agricultural Development (ACAD) supports Palestinian farmers through 
agricultural loans and technical assistance to boost productivity. Headquartered in Jerusalem, 
ACAD has branches in Gaza, Jericho, and Nablus, with plans to open a new branch in Hebron. 
Its credit services provide working capital loans of up to $3,000 and capital investment loans of 
up to $15,000.  
 
The Arab-Islamic Bank is headquartered in Amman, Jordan. With a capital of more than $56.5 
million, it is the third largest Jordanian bank. The bank has a head office in Ramallah and 
branches in Gaza, Hebron, Jenin, Khan Younis, and Tulkarm. It offers credit services and 
products in accordance with Islamic banking practices. 
 
The Bank of Jordan has a head office in Ramallah and branches in Al Bireh, Bethlehem, Al 
Rimal, Khan Younis, and Tulkarm. It provides loans ranging from $750 to $30,000 at a 9.5 
percent declining balance interest rate. It has disbursed 3,000 loans worth a total of $6.9 million 
to Palestinian clients, with a repayment rate of 82 percent.  
 
Founded in 1943, Catholic Relief Services (CRS) operates in more than 90 countries to alleviate 
poverty and promote social justice. CRS has worked in the Middle East for over 50 years. In the 
West Bank and Gaza, it manages emergency relief, agricultural, and microfinance programs. 
Loans provided by CRS average $185, with two-thirds going to women.  
 
Based in Ramallah, the Commercial Bank of Palestine (CBPal) has branches in El Ram, 
Jerusalem, Gaza, and Nablus. It provides loans ranging from $750 to $30,000 at a 9.5 percent 
declining balance interest rate. CBPal receives funding support from the World Bank and the 
International Finance Corporation.  

                                                 
* Institutional founders of the Palestinian Network for Small and Microfinance. 
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Communities-Habitat-Finance (CHF) is a private, non-profit U.S. organization with programs in 
over 30 countries. CHF provides microcredit services in the West Bank and Gaza, mostly in the 
form of home-improvement loans. About 20 percent of its portfolio goes to non-housing loans.  
 
*The Culture and Free Thought Association (CFTA) was founded in 1992 by a union of five 
women’s committees in Gaza. Today, CFTA operates three cultural and recreational centers, a 
health center for women, and a credit program for women entrepreneurs in Gaza. The fund offers 
low-interest loans ranging from $1,000 to $5,000.  
 
Founded in 1947, the Egyptian Arab Land Bank has branches in Egypt, Jordan, the West Bank, 
and Gaza. Operating out of its head office in Bethlehem, the bank provides agricultural loans to 
Palestinian farmers and entrepreneurs.  
 
Headquartered in Jordan, the Jordan National Bank runs a microcredit program in the West 
Bank and Gaza. Based in Ramallah, the program receives funding support from the International 
Finance Corporation. Since the outbreak of the intifada, the bank has rescheduled many of its 
microloans and excluded the tourism sector due to of its vulnerability to political unrest.  
 
*Based in Ramallah, Palestinian Agricultural Relief Committees (PARC) works to strengthen 
farmer cooperatives by providing assistance in agricultural production and establishing credit 
and savings associations. PARC provides small loans to members of these associations, 
including women who do not quality for loans from other microfinance programs. It has a loan 
portfolio of $500,000, with 108 loans outstanding.  
 
*Also based in Ramallah, Palestine for Credit and Development (FATEN) is a non-profit 
organization providing loans to women’s groups for onward lending to their members. Loans 
range from $100 to $300 to each group member, with a 2-percent monthly interest rate and 
repayment periods spanning several months.  
 
*Headquartered in El Ram, the Palestinian Development Fund (PDF) is the small lending arm of 
the Palestinian Banking Corporation. It provides small business loans ranging from $5,000 to 
$25,000, focusing on the agricultural, handicrafts, and IT sectors.  
 
*Based in Ramallah, the Palestinian Businesswomen’s Association (ASALA) provides loans 
ranging from $3,000 to $20,000 to startup and established women-run enterprises. To date, 
ASALA has disbursed 260 loans with $1.2 million outstanding.  
 
The United Nations Relief and Works Agency for Palestine Refugees in the Near East (UNRWA) 
operates the largest microcredit program in the West Bank and Gaza. Headquartered in 
Jerusalem, UNRWA has branches in Gaza, Jenin, Nablus, and Tulkarm, and plans to open a new 
branch in Hebron this year. It provides first-time loans of up to $10,000, with renewals ranging 
from $5,000 to $40,000.  
 
Out of its head office in Ramallah, the YMCA manages a Palestinian microlending program 
targeting vocational startups. Launched with support from USAID and the Dutch government, 
the program provides loans averaging $8,000 each, with a 13-percent flat interest rate.  
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